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THURSDAY, JULY 5, 1956 


Unitrep Srarses SENATE, 
SUBCOMMITTEE ON Patents, TRADEMARKS AND CoPpYyRIGHTS, 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 11:05 a. m., in room 
457, Senate Office Building, Senator Joseph C. O’Mahoney (chair- 
man of the subcommittee) presiding. 

Present: Senator O’Mahoney (presiding). 

Also present: Marcus A. Hollabaugh, chief counsel; Herschel F. 
Clesner, investigator; Stephen G. Haaser, chief clerk of the sub- 
committee, George S. Green and Robert M. Kilgore, members of the 
professional staff of the Committee on the Judiciary. 

Senator O’Manoney. The hearing will now begin. 

I regret very much that it has been necessary to cause all of you 
who have assembled here today to wait so long for the beginning of 
the hearing, but the end of this session is drawing to a close, and Mem- 
bers of the Senate are under terriffc pressure to attend various com- 
mittee meetings and various hearings, so it is not always possible to 
arrive on time. 

For this I apologize to all of you who have been so kindly waiting. 
This I regard as a most important hearing. It is being conducted 
under the authority of Senate Resolution 167 adopted by the Senate 
this year authorizing the Subcommittee on Patents, Trademarks, and 
Copyrights to undertake the responsibility of studying the patent 
statutes and their effect upon our economy. 

In accordance with the resolution, an examination of the operation 
of these patent laws was undertaken and is now going on. 

When it was called to my attention that Syntex, S. A., has secured 
valuable rights to use patents owned by the United States Govern- 
ment, with the understanding that the licensee would not enter into 
any cartel agreement nor attempt to restrict the exportation from 
Mexico of the products made from the barbasco root, in such a manner 
as to deny access to this source material to other licensees under these 
same patents, I directed the subcommittee staff to make a complete 
investigation of the matter. 

This has been done, and the staff is now prepared to begin the pre- 
sentation of the evidence it has found. This will be considered in due 
course by the full Judiciary Committee, and by such other agencies 
of Government as are interested in the matters which may be de- 
veloped. 

During the course of this hearing evidence will be received relative 
to: (1) The licensing of patents owned by the United States Govern- 
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ment; (2) the effect of employment contracts by which research em- 
ployees of corporations agree to assign to the employer patents de- 
veloped by the employees; and (3) possible need for stronger legisla- 
tion to prevent infringement of United States patents by foreign 
producers selling in the United States. 

After an examination of all the available information it appears 
that the patent problems involved here cannot, as a practical matter, 
be isolated and examined as separate matters, but must be viewed 
within the context of the entire Steriod hormone picture. 

Since there is nothing more important than public health matters, 
it is equally important to study the activities with respect to essential 
ingredients for the manufacture of the hormone wonder drugs which 
are useful in the treatment of the dread and crippling diseases and 
which are covered by patent rights. 

The subcommittee will receive into the record evidence obtained 
from the Office of Alien Property, showing the promise given to that 
agency by Licio Lagos, president of Syntex, in order to obtain valu- 
able patent rights under United States-owned patents and the evidence 
indicating that President Lagos and Syntex did not fulfill these sworn 
statements. 

I am informed that Mr. Lagos is president of Syntex today. It is 
needless for me to say that full opportunity will be given to Syntex— 
any of its officers—to make any statement which they desire to make 
with respect to the matters involved, since the committee is concerned 
only with developing the facts that deal with this general subject. 

We are motivated in the Judiciary Committee, I think, by much 
the same motives that prompted the Department of Justice to pro- 
nounce last night that it was about to file an antitrust suit against 
gigantic General Motors, to compel it to divest itself of the manufac- 
ture of buses. 

The General Motors division which manufactures buses, under the 
charges brought by the Department of Justice or to be brought by the 
Department of Justice, has in fact established a monopoly. There 
never has been a time in the history of the American Government that 
Congress has not been opposed to monopoly, or when business leaders 
have not proclaimed at least lipservice to the doctrine that there should 
not be monopoly. 

This opposition to monopoly in the free society is based upon the 
knowledge that when any group establishes monopoly, when any 
group is able to restrain trade and to dominate the field, it is working 
against economic freedom. 

Everybody in the United States and in all the world must under- 
stand now that we are engaged in a cold war with a totalitarian gov- 
ernment. 

The phrase “cold war” is used to indicate the economic phases of that 
conflict. Communism desires to monopolize trade and commerce as 
much as it desires to monopolize government, and when we say that 
we are trying to win the cold war, the phrase is meaningless unless 
we intend to establish and retain economic freedom. 

A patent issued by the United States Government is a temporary 
grant of an exclusive privilege for the purpose of stimulating discov- 
eries and inventions. The Constitution made it clear that the grant 


would be temporary only, the exclusive right would not be a permanent 
right. 
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But it is only human nature that sometimes those who gain patents 
seek to use those patents in a way to make them really the instruments 
of establishing economic monopoly. 

We cannot sit idly by if such practices are going on, because we 
must win the cold war against economic monopoly here in the United 
States, if we are going to win it against any European dictator. It 
would be useless to think that we could prevail against Communist 
monopoly in the economic field if we permit private monopoly in the 
United States, operating under patents or otherwise, to control any 
field of industry, and particularly a field of industry which is so essen- 
tial to public health, as is this manufacture of the wonder drugs that 
are helpful to the banishment of the diseases that attack mankind. 

During the course of these hearings there will be references to decrees 
and laws of the Government of Mexico and conferences held with offi- 
cials of that Government. 

I wish to state that in hearing this evidence, the subcommittee is in 
no way either impliedly or otherwise criticizing the Mexican Govern- 
ment or its officials, nor is the subcommittee attempting to pass judg- 
ment on any action which the Mexican Government may have taken. 
That Government of course has the right to enter any decrees or laws 
relating to its domestic affairs that it chooses to promulgate and issue. 

Aside from the inquiry as to action taken by Mr. Lagos and Syntex, 
allegedly contrary to the affidavit given to the United States Govern- 
ment, the emphasis of the testimony will be upon activities of Syntex 
and its affiliated companies in dealings with and in negotiations with 
actual and potential competitors and with Syntex’s customers in the 
United States. 

Mr. Attorney, you may now proceed to call the first witness. 

Mr. Hotianaven. Thank you, Mr. Chairman. 

Dr. Floyd S. Daft. 

(Discussion off the record.) 

Senator O’Manoney. I would be very happy to say on the record, 
Mr. Reporter, that you and your colleagues have always been most 
accurate and very helpful. 

Mr. Horiapavucn: Will you proceed, sir? 


STATEMENT OF DR. FLOYD S. DAFT, DIRECTOR, NATIONAL INSTI- 
TUTE OF ARTHRITIS AND METABOLIC DISEASES, PUBLIC 
HEALTH SERVICE 


Dr. Darr. Mr. Chairman and member of the committee, we have 
been asked to appear before this committee today to provide informa- 
tion concerning the development of cortisone and other adrenal ster- 
oids as major medical tools in the management of the rheumatic and 
other diseases, and the part that the Public Health Service, through 
the National Institutes of Health, has played in that development. 

Senator O’Manoney. Let the record show that you are the Director 
of the National Institute of Arthritis and Metabolic Diseases in the 
Public Health Service. 

Dr. Darr. That is correct. 

Thank you, Senator. 

Senator O’Manoney. How long have you held that positior ? 

Dr. Dart. I have held that position about 3 or 4 years now. 
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Senator O’Manoney. How long have you been in the Government ? 

Dr. Dart. I have been in the Government for almost 20 years with 
the National Institutes of Health during that period. 

Senator O’Manoney. What was your education, sir? 

Dr. Darr. I received my doctor’s degree at Yale University and then 
have been with several universities—Harvard, Yale, University of 
Rochester—before I came to the National Institutes of Health in 1937. 

Senator O’Manoney. You were with those universities in what 
capacity ? 

Dr. Darr. Research and teaching, sir. I had a position on the 
faculty at Harvard, held a fellowship at Yale, and was on the teaching 
staff at the University of Rochester Medical School. 

Senator O’Manoney. Thank you. Proceed. 

Dr. Darr. It is certainly a pleasure and a privilege for us to be 
here today, Senator. 

In 1949, the momentous discovery that cortisone, a hormone of the 
adrenal glands, would dramatically relieve the symptoms of rheuma- 
toid arthritis, signalized the beginning of a new era in the treatment 
of the rheumatic diseases and opened great new fields of productive 
medical research. 

Prior to this finding, rheumatoid arthritis had not been associated 
with the metabolic diseases. Now, new doors for research were 
opened, and a formerly neglected group of diseases came into the spot- 
light of public interest and scientific attention. In the brief span of 
years since then there has been more research progress in this field 
than in the previous century. 

Following the great upsurge of interest in the rheumatic diseases, 
the Congress, in August 1950, enacted Public Law 692, which au- 
thorized the establishment of the National Institute of Arthritis and 
Metabolic Diseases, within the Public Health Service. 

Later that year the Institute was organized, incorporating a num- 
ber of well-known and productive basic research laboratories of the 
previously existing Experimental Biology and Medicine Institute, 
with added new areas of research directed specifically against the 
rheumatic and metabolic diseases, including rheumatoid arthritis and 
diabetes. 

Since its establishment the Institute has played a major role in the 
development of what has become truly a national attack upon the 
problems presented by the rheumatic diseases. In the development 
of this program cortisone, first, and then other adrenal steroids have, 
of course, played a major part. And in the rheumatic disease area, 
cortisone and its cousins have found their major application. Thus, 
our Institute and the adrenal steroids have traveled together, more 

or less, from the start. 


THE RHEUMATIC DISEASES : WHAT ARE THEY ? 


Seldom fatal, always painful, often crippling, the rheumatic dis- 
eases are of particular significance for the very reason that their vic- 
tims must learn to “live” with and to endure their afflictions until 
some other disease, in some cases happily, terminates their pain by 
terminating their lives. 

This family of diseases may conveniently be divided into three 
major groups, depending upon the tissues involved: (1) Those af- 
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fecting the intrinsic structures of the joint (the various types of arth- 
ritis); (2) those involving the accessory joint structures, such as 
tendons, ligaments, bursae, and muscles (notarticular rheumatism) ; 
and finally, (3) those affecting the connective tissue framework of 
the body (collagen diseases). 

Rheumatoid arthritis is perhaps the most important and certainly 
the most vicious of this group. Other forms of arthritis are osteo- 
arthritis (associated with aging), gout, tuberculous arthritis, and 
rheumatic fever. 

In the second group, nonarticular rheumatism, may be included 
fibrositis, bursitis, neuralgia, lumbago, sciatica, and neuritis. 

In the third group, the collagen diseases, are disorders whose names 
are almost as difficult as the medical problems they present—systemic 
lupus erythematosus, schleroderma, polyarteritis nodosa, and derma- 
tomyositis. 

Dr. Joseph J. Bunim, Clinical Director of the Institute, who is 
here with me today, will go further into detail concerning these and 
other diseases and the application of adrenal steroids in their treat- 
ment. 

I should like to say just a word about the scope of the rheumatic 
disease problem. 

There are an estimated 10 million people in the United States today 
who are afilicted by the rheumatic diseases. These devastating diseases 
are more prevalent among our people than are cancer, heart disease, 
tuberculosis, and diabetes combined. They cripple and disable more 
people than any other chronic disease, 10 times as many as diabetes, 
10 times as many as tuberculosis, 7 times as many as cancer. 

The total number of victims is greater than the combined popula- 
tions of Chicago and Los Angeles, and of these 10 million sufferers, 
it is estimated that 1 million are permanently disabled, unable to work 
or support themselves. 

Altogether, in the United States, 30 million people—one-fifth of the 
population—counting the families of arthritics, are affected by the 
medical, social, and economic impact of this group of diseases. 

Senator O’Manoney. What is the basis of the estimate ? 

Frankly, Doctor, judging by my own experience and observation, 
I would say that this is a very conservative estimate. 

Dr. Darr. The basis of the estimate, sir, is a survey made by a 
bureau of the Public Health Service, a group in the Public Health 
Service, headed by Mr. Wolsey. They did a spot check of the number 
of people suffering from the various rheumatic diseases, and although 
this was of course of a very small part of the population, they calcu- 
lated that the figure would be roughly 10 million. 

We are trying to get more accurate figures for the breakdown into 
the various rheumatic diseases by studies which are going on today, 
but as yet these are the best figures which we have. 

Senator O’Manoney. Did the Public Health Service, in conducting 
this survey, make any attempt to study the population which has mi- 
grated to the southern areas of the United States and elsewhere, where 
the heat is higher than the normal temperature throughout the United 
States, and where afflicted persons fancy they can receive relief from 
the sun’s rays, if not from drugs? 

Dr. Dart. I do not believe that they did study the population in the 
hot, dry climates such as Arizona, where, as you mentioned, a great 
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many people do go who are suffering from arthritis, and it may be that 
their figures, for that reason, were a little conservative. 

Senator O’Manonry. Well, there is no doubt at all of the prevalence 
of these diseases and of the great pain and suffering and loss which 
they inflict upon a very substantial number of our citizens. 

Dr. Darr. That is very true, Senator. 

Senator O’Manoney. Proceed. 

Dr. Darr. The resulting economic burden is estimated as more than 
a billion dollars per year. Of this amount more than $770 million 
in wages and salaries is lost by those unable to work, and it costs the 
taxpayers more than $103 million per year for welfare and relief al- 
lowances. The Federal Government loses, in income taxes alone, $284 
million yearly, because there are on the average more than 576,000 
wage earners constantly out of work due to the disabling effects of 
arthritis and rheumatism. 

Again, I should point out that the rheumatic diseases, with some 
notable exceptions, are not killers, in themselves. The victims must 
live with their disease, for as yet there is no cure. But not all the 
victims are crippled or disabled, or even severely restricted in their 
daily activities, for there is now much, medically, which can be done 
for many of them. And, although the picture still is grim enough, 
cortisone and its successors have contributed mightily to a vast im- 
provement in the picture in recent years and provide, today, what 
constitutes our best hope for the future. 

In 1950, just before the National Institute of Arthritis and Metabolic 
Diseases was established, the situation insofar as cortisone was con- 
cerned, was one of both hope and frustration. The hopes of millions 
of arthritics, sent soaring by the discovery of the effectiveness of corti- 
sone in the treatment of rheumatoid arthritis, built a tremendous 
demand for the drug. 

Tt still was available, however, only in minute amounts at fabulous 
cost, and was being doled out sparingly for research purposes only. 
Until the first of January 1950, the very limited supply of cortisone 
was distributed by its manufacturer, Merck & Co., to clinical and 
laboratory research workers free of charge. 

After that time it could be purchased for clinical and other testing, 
but it was very costly to produce and consequently very expensive. A 
report on the situation issued by the National Institutes of Health in 
April 1950, indicated that at that time the cost of an ounce of cortisone 
was $4,800, 100 times the price of gold. 

The sole source of starting material was ox bile, and the process of 
cortisone manufacture involved 37 complex chemical steps covering a 
period of several months. It was estimated then that the production 
of enough cortisone to treat 1 patient for 1 year would require the 
slaughter of 14,600 head of cattle. 

At this time, through a special appropriation of $2 million, the 
Congress made it possible for the National Institutes of Health to 
purchase cortisone and related compounds for investigators through- 
out the country, and to support a nationwide research program on its 
effectiveness in a variety of disease conditions. 

As direct or indirect results, very rapid progress was made not only 
in our understanding of effective and safe treatment procedures but 
also in the development of more efficient and less costly methods for the 
manufacture of the drug from ox-bile precursors. 
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_ Important as this action was, other steps were necessary. Obviously 
it was important that other sources of starting material be found. 
The supply of ox bile would always be limited and dependence on a 
single source of raw materials constituted a dangerous bottleneck. So, 
as early as 1950, the Public Health Service and other Government 
agencies were already embarked upon a search for new sources of 
starting materials. 

A number of plants were known to contain steroid compounds 
which might be useful, and in June 1949, the President has authorized 
a joint program by the Public Health Service and the Department of 
Agriculture to search out and investigate new sources. 

Under these joint auspices an expedition has been sent to Africa to 
secure supplies of strophanthus seeds which were known to yield ste- 
roid compounds from which cortisone might be synthesized. 

In addition to the search for plant sources of raw materials, a study 
of the transformation of plant steroids to cortisone was undertaken. 
At the National Institute of Arthritis and Metabolic Diseases this pro- 
gram was under the leadership of Dr. Erich Mosettig, who is with 
us today and can answer questions concerning this aspect of the work. 

I shall mention only the highlights. Not only was it proved feasible 
by chemistry in Switzerland to prepare cortisone from the steroid of 
strophanthus seeds, but in addition, Dr. Mosettig and collaborators 
and chemists in other laboratories worked out methods which permit 
the use of other plant steroids such as those from the tomato plant 
and from kelp. 

A most important discovery by investigators at Upjohn Co. was 
that certain bacteria would carry out chemical transformation which 
were otherwise impossible or very costly. 

Senator O’Manoney. Doctor, may I interrupt you at this point? 
I am called to the phone by one of my colleagues. 

(Short recess. ) 

Senator O’Manonry. Thank you very much. 

Will you proceed ? 

Dr. Darr. Senator, I was just mentioning that a most important 
discovery by investigators at the Upjohn Co., was that certain bac- 
teria would carry out chemical transformations which were other- 
wise impossible or very costly. 

This made available for cortisone manufacture, plant steroids such 
as that from the Mexican yam which up to that time were valueless 
for this purpose, although they have been useful in the manufacture 
of other important steroids such as the sex hormones. 

Largely as a result of this discovery, it is estimated that at the pres- 
ent time more than 50 percent of the production of adrenal steroids 
is derived from plant sources. 

Senator O’Manoney. May I interrupt at this time, Doctor, to say 
that the word “steroid” is used so frequently in this matter, I want 
to ask you in the interests of the rank and file of the population what 
is your definition of steroid ? 

Dr. Darr. For this purpose, sir ? 

Senator O’Manoney. I want it in plain language and not in scien- 
tific language. } 

Dr. Darr. Yes, indeed. I believe that we might define it as a com- 

ylex chemical or a chemical with a complex structure which is the 
a structure for many materials of physiological importance such 
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as sex hormones, cortisone, cholesterol, which is a little too technical, 
I am sorry, but for a number of physiological substances. 

It differs in its chemical constitution a great deal from other im- 
portant compounds useful in the human body and as drugs. 

Senator O’Manoney. Would I be correct in saying that now that 
we all have learned that the atom is not the smallest particle of phys- 
ical matter, but that the atom is itself divided into more minute bod- 
ies, the structure of which has a great deal to do with the different 
characteristics of the material built around them, that situation to 
which we have become accustomed in this atom age, this nuclear age, 
is similar to what exists in the steroid and these various other prod- 
ucts which are built around that basic central structure ¢ 

Am I correct ? 

Dr. Darr. That is correct, sir. With small changes in the structure 
the properties are changed, but the central structure, as you point out, 
is the same in all of the so-called steroids; yes, sir. 

Senator O’Manoney. So that in all these drugs, a steroid exists and 
it is very important to make sure that proper use is made of the drugs 
built around the steroid structure ? 

Dr. Darr. Yes, Senator, and it perhaps might be useful to point 
out that this is a very difficult structure to build from simpler sub- 
stances chemically, and that is the reason why we hunt for this struc- 
ture in nature, so that we can transfer one steroid to another to make 
these useful compounds, rather than attempting to build up the whole 
steroid molecule from simpler chemical substances. 

Senator O’Manonery. Thank you. 

Dr. Darr. In continuing our chronological story it may be said 
that by 1952 many of the urgent problems of 1950 had been solved. 
New production methods, the introduction and use of plant sources 
in addition to ox bile, and the increased yield from ox bile itself, had 
stepped up cortisone production, made it available for patient use. 
By 1953 supplies were abundant, and the price of cortisone came down 
from the stratisphere, although it was not, and still is not, cheap. 

By 1954 some of the glamour had worn off cortisone, hydrocorti- 
sone, and ACTH, the miracle drugs. Long-term use turned up fre- 
quent, undesirable side effects. In some cases it was found that long- 
term use developed a requirement for increased dosages, which in turn 
developed side effects which canceled out the benefits. 

Some patients who experienced early benefits no longer were helped 
and there were those who felt that false hopes had been raised by the 
adrenal steroids. The search for new and better drugs was intensified, 
and more and more patients went back to aspirin. — 

Then, late in 1954 clinicians at the National Institute of Arthritis 
and Metabolic Diseases, headed by Dr. Joseph J. Bunim, announced 
the results of successful clinical trials at the new NIH Clinical Center 
of two new synthetic adrenal steroids, prednisone, and prednisolone 
chemical cousins of cortisone and hydrocortisone. 

Our clinicians had found that these two drugs (developed by the 
Schering Corp.) were four times more potent in their antirheumatic 
action in the treatment of rheumatoid arthritis than was cortisone. 
Additionally, they did not cause some of the undesirable side effects 
which had brought about some of the disenchantment with cortisone. 
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Today, prednisone and prednisolone are rapidly replacing cortisone 
and hy drocortisone in the treatment of rheumatoid arthritis and other 
diseases, Although they are better, these newer adrenal steroids are 
not perfect by any means. They are not free of undesirable side effects ; 
they do not work every time; they have objectionable features; they 
are not completely satisfactory. But they are better, and right now 
they are the best we have. 

More significant, perhaps, then the improved therapy these new 
steroids make possible is the demonstration they provided that it 
was possible, by means of a subtle change in the molecular structure 
of the steroid nucleus, to eliminate certain objectionable features, while 
at the same time this slight adjustment quadrupled its antirheumatic 
potency. 

Cortisone and prednisone have opened the door. The path spreads 
out before us. There lies great promise of better things to come. 

Mr. Hoitiapaven. Mr. Chairman, may I ask the witness a couple 
of questions ? 

Senator O’Manoney. Certainly. 

Mr. Horianaven. Dr. Daft, can prednisone and prednisolone be 
produced from the Mexican yam as the starting source / 

Dr. Darr. Yes, sir; they can, and I understand that a large share 
of the present supply of these two drugs is made from the Mexican 

am. 

Mr. Hoxtiapauenu. So that for future use the availability of the 
supply is of considerable and great importance. 

Dr. Darr. That is true, sir. 

Mr. Hotiasaven. That is all I have of this witness, sir. 

Senator O’Manonry. What about the Mexican yam ? 

Where can it be grown? 

Dr. Darr. I believe, sir, that Dr. Erlanson is going into that a 
little further and tell you that they have succeeded in introducing it 
into this country on an experimental basis, but at the present time the 
main supply is in Mexico, There may be other South American 
countries where there is a supply which has not been found, but at the 
present time it comes from Mexico. 

Senator O’Manonry. Is thissimilar to the yam that we so familiarly 
find in the United States ? 

Dr. Darr. There are some similarities and some very important 
differences, sir. They are not edible. They are much larger. Some 
of them grow to the length, I understand, of 2 or 3 feet, and it is a 
considerably different consistency. 

Senator O’Manonry. I like sweetpotatoes better than yams, and 
now I am glad to know that the Mexican yam is not edible. 

Proceed, Mr. Counsel. 

Mr. Hotiasauen. Mr. Chairman, as an aid to understanding these 
terms that may be referred to, I wish to offer into evidence first, as 
exhibit 1, a statement entitled “Basic Substances and Synthetic Inter- 
mediates for the Steroid Hormone Industry.” 

This was prepared by a well-known sc ientist in this field, and it is 
offered as an aid to the understanding of the various terms. 

Senator O’Manonry. Can you name the scientist ? 

Mr. HotianaucH. Yes, sir; Dr. Percy Julian, who will be a witness 
later in the day. 
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(The document referred to above is as follows :) 


Basic substances and synthetic intermediates for the steroid hormone industry 





Substance Chemical name 
i 
I ot neha ink endabalers< aiieaoac Cyclopentanopolyhydrophen- 
(Steer’-oyd) anthrene. 
Cholesterol. ------ igen 5-Cholesten-3 B-ol 


(Ko-less’-ta-roll) 


Ergosterol ----- 5,7,22-Ergostatrien-3 B-01 


(Air-goss’ -ta-roll) 
j | 


Stigmasterol _- ae 
(Stig-mass’-ta-roll) 

Sitosterol a Iiunkiascmiiccemdaee 
(Sigh-tahs’-ta-roll) 
Desoxycholic acid --....-...-..-- 


(Dez-ox-ee-ko’-lick) 


5,22-Stigmastadien-3 B-01 
5-Sitosten-3B-01 


3a,12a-Dihydroxycholanic acid_ 


| 
Diosgenin 5-Spirosten-3 B-O1-_-_---- etext 
(Die-oss-gen’-in) | 


| 
16-Dehydropregnenolone. --._--- 


(16-Dee-high’-dro-preg-neen-| 

o-lone). | 
Pregnenolone... | 5-Pregnen-3B-ol-20-one 
(Preg-neen’-o-lone). 


5,16-Pregnadien-3 B-ol-20-one 


| 
4-Pregnene-17a,21-diol-3,20-| 
dione. 


| 
| 
| 
| 
| 





Substance ‘‘S’’_ 


IS iscicsipsieespitedbinccmininie 


(Tess-tahs’-ta-rone). a 


19-Nortestosterone..._....--.---- 4-Estren-17B-ol-3-one-______-_-| 
NI 5h LBS eg | 1,3,5-Estratrien-3-0l-17-one--__-| 
(Est-rone’). 
I oe rican rcciimwgns 4-Pregnene-3,20-dione __ __.._-- 


(Pro-jes’-ta-rone). 


Desoxycorticosterone 4-Pregnen-21-0]-3, 20-dione___--| 
(Dez-ox-ee-cor’-ti-ko-steer-one). 


Cortisone (compound “‘ E’’) 4-Pregnen-17a, 21-diol-3, 11, 20- | 
|  trione. 

| 
| 


Hydrocortisone (compound | 4-Pregnen-11B, 17a, 21-triol-3, 
"3°". | 20-dione. 
| 





1 


Comments 


Any substance containing the bas 
carbon steroid skeleton or nucleus 


ic 


| Chief steroid of animals; widely dis- 


tributed through animal tissues, but 
is found in largest amounts in brain, 
spinal cords, and egg yolks (gallstones 
are almost pure cholesterol). May 
be culprit in high blood pressure and 
hardening of arteries. Used for prep- 
aration of vitamin Ds; and sex hor- 
mones. 

Steroid of yeast; sunlight or ultra- 
violet irradiation converts ergosterol 
to vitamin De. Used for the prepa- 
ration of sex and cortical hormones. 

Plant steroids, especially abundant in 
soybeans; also found in tall oil from 
pulp and paper industry. Used to 
prepare sex and cortical hormones. 

Steroid obtained from bile; important 





in digestion; useful in preparing 
cortical hormones. 
Steroid from ‘‘yamns’’—Dioscorea or 


‘* Barhasco’’—large roots found in sub- 
tropics. Excellent starting material 
for preparation of all steroid hor- 
mones. 

Important intermediate obtained 
readily from diosgenin; used in pre- 
paring all steroid hormones. 

Easily prepared from 16-Dehydro- 
pregnenolone. A key intermediate 
in many syntheses. 

Simply prepared by JulianProcess 
from 16-Dehydropregnenolone. Fer- 
mentation with micro-organisms 
leads in excellent yields to cortisone, 
hydrocortisone, and related wonder 
drugs. 


The male hormone; responsible for 
male sex activity and characteristics 
(audrogenic action); also for muscular 
strength (anabolic action). Used in 
male deficiency disorders; in small 
amounts in breast cancer. 

Has slight virilizing action but good 
muscle-building action; used in 
cancer and wasting diseases. 

Female hormone; used in menopause 
and female deficiencies, prostatic 
cancer. Useful in fattening animals. 

Childbearing hormone. Prevents mis- 
carriages. Fermentation with micro- 
organisms leads to cortical hormones. 

Regulates mineral and water levels in 
body. Maintains life in animals and 
men whose adrenal glands have been 
removed. 

Occurs in outer layer of adrenal glands 
(very small organs located just above 
the kidneys). First of the antiar- 
thritic hormones; reduces inflamma- 
tion. Trade name: ‘‘Cortone,” used 
in treatment of rheumatism, arthri- 
tis, rheumatic fever, etc. 

Similar to cortisone, but in general 


more active; used in arthritis, 
asthma, various inflammatory dis- 
eases. Trade names: Hydrocortone; 


Cortif. 
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Basic substances and synthetic intermediates for the steroid hormone 
industry—Continued 


Substance Chemical name Comments 
Prednisone d ..| 1, 4-Pregnadiene-17a, 21-diol-3, | Improved cort , used in s 
11-trione. conditions, but about 4-6 times 
tive l j Mi 
Deltra he som 
Prednisolone._....---.- : 1,4-Pregnadiene-11B, 17a, 21- | Improved hydrocortisone; most potent 
ca 


triol-3,20-dione. immatory ive i 

le names: Meticortelone, H vase 
tra, Deltacortef, sterone, 

— 

Mr. Hotianaven. I have no further questions for the witness unless 
you do, Senator. 

Senator O’Manonry. Thank you very much, Dr. Daft. 

Yours was a very interesting, constructive statement. 

Mr. Hotxiasaven. The next witness called is Dr. Joseph J. Bunim. 

Will you state your full name and title for the reporter ¢ 


STATEMENT OF DR. JOSEPH J. BUNIM, CLINICAL DIRECTOR, 
NATIONAL INSTITUTE OF ARTHRITIS AND METABOLIC DISEASES, 
UNITED STATES PUBLIC HEALTH SERVICE 


Dr. Buntm. My name is Dr. Joseph J. Bunim and I am the Clinical 
Director of the National Institute of Arthritis and Metabolic Diseases, 
United States Public Health Service. 

Senator O’Manoney. How long have you been there ? 

Dr. Buntm. Since July 1, 1952, 4 years. 

Senator O’Manoney. What was your education ? 

Dr. Bunim. I received my doctor of medicine from New York Uni- 
versity in 1930 and was on the faculty of that medical school for 16 
years, from 1930 to 1952 when I was called to this position. 

Iam at the present time also associate professor of medicine at Johns 
Hopkins University. 

Senator O’Manoney. Thank you,sir. Proceed. 

Dr. Buntm. Mr. Chairman and members of the committee, we have 
been asked to indicate to this committee: (1) The importance of 
steroids in the current treatment of many major human diseases; and 
(2) what promise the synthetic steroids hold for the future as re- 
vealed by recent preliminary research results. We are privileged and 
pleased to come before you in compliance with this request. 

Appended to this statement is a list of 40 different diseases that 
have been treated by steroids with very favorable results. Among 
these 40, there are designated 12 fatal conditions in which the admin- 
istration of steroids has been found to be life saving or life prolonging. 

Included in the list are the objectives which we hope will soon be 
attained by new synthetic steroids now being studied. 

(The attachment referred to is as follows :) 


STATEMENT OF Dr. JOSEPH J. BUNIM, CLINICAL DIRECTOR, NATIONAL INSTITUTE OF 
ARTHRITIS AND METABOLIC DISEASES, UNITED STATES PUBLIC HEALTH SERVICE 


Mr. Chairman, members of the committee, we have been asked to indicate to 
this committee: (1) The importance of steroids in the current treatment of many 
major human diseases; and (2) what promise the synthetic steroids hold for the 
future as revealed by recent preliminary research results. We are privileged 
and pleased to come before you in compliance with this request. 


82283—57 2 


~ 









































12 WONDER DRUGS 


Appended to this statement is a list of 40 different diseases that have been 
treated by steroids with very favorable results. Among these 40, there are 
designated 12 fatal conditions in which the administration of steroids has been 
found to be life saving or life prolonging. 

Included in the list are the objectives which we hope will soon be attained by 
new synthetic steroids now being studied. 





CURRENT CLINICAL USES OF STEROIDS 


1. Endocrine disorders: 
Addison’s disease * 
Hypopituitarism 
Adrenal hyperplasia 

. Collagen diseases : 
Systemic lupus erythematosus * 
Periarteritis nodosa? 
Scleroderma 
Dermatomyositis * 

. Rheumatoid arthritis 

. Rheumatie fever’ 

. Allergic disorders: 
Bronchial asthma’ 
Hay fever 
Drug reactions (due to hypersensitivity) : 

To penicillin, atropine, iddine, etc. 
Drug-induced blood disorders 
Drug-induced skin disorders (exfoliative dermatitis) 
Angioneurotic edema :? 
Serum sickness 
6. Inflammatory diseases of eye: 

Iritis 

Keratitis 

Retinitis 

Choroiditis 

Optic neuritis 

7. Cancer: 

Acute leukemia ’” 

Metastatic cancer of breast :* 
Postmenopause, estrogen or androgen 
Premenopause, androgen only 

Metastatic cancer of prostate: ? 
Castration plus estrogen 

8. Diseases of the skin: 

Pemphigus * 

Eezema (atopic dermatitis) 
9. Blood diseases : 

Purpura due to deficiency of platelets 

Granulocytopenia due to drugs 

Hemolytic anemia (acquired type) 

Pernicious anemia 

10. Kidney disease: 

Nephrosis 

11. Pulmonary diseases: 

Pulmonary fibrosis: 

Sarcoidosis 

Silicosis 

Beryllium granulomatosis 
Hamman-rich syndrome 
Loeffiler’s syndrome 

12. Liver diseases: 

Hepatic coma 

Hepatitis 

13. Anesthetics: 

Use of solubilized form of pregnane dione. 

Progesterone also causes anesthesia. 


bo 


Cle Cw 


1 


* In diseases so marked the steroids are lifesaving o1 lifeprolonging. 
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CUBRENT RESEARCH OBJECTIVES IN SYNTHESIS OF NEW STEROIDS 


Steroid that will postpone aging process. 

Steroid that will prevent or modify atherosclerosis (hardening of arteries). 

Steroid that will effectively enhance construction or prevent deterioration of 
proteins essential for building muscle and bone without causing masculine 
changes in women or feminine changes in men. 

4. Steroid with a higher therapeutic ratio in the treatment of rheumatoid 

arthritis and other rheumatic diseases—a potent antirheumatic with few, if 

any, undesirable side effects. (Prednisone and prednisolone, improved over 

cortisone and hydrocortisone in this respect, are a step in the desired 

direction.) 


3 fo 


Dr. Bunim. Before proceeding with this list or comments on the 
list, I would like to introduce very briefly some background material 
for a better understanding of the clinical application of these steroids. 

There are in general physiologically two major groups of steroid 
hormones which are of great biological importance, those produced 
by the adrenal glands and those by the sex glands. 

The two tiny adrenal glands, which together weigh less than one- 
half an ounce, produce approximately 30 different sieroids, and these 
may be classified into 4 general groups. 

We talk of them as the salt hormones, the sugar hormones, the sex 
hormones, and the inactive steroids. It is the sugar hormones that 
are so important in the treatment of the rheumatic diseases and most 
of the other major medical disorders. 

The salt hormones are important in the treatment of certain other 
diseases and the sex hormones are important in the treating of certain 
endocrine abnormalities. 

The principal steroids produced by the genital glands, which is the 
second group, are the male sex hormones or the androgens which are 
synthesized in the testes, and the female sex hormones, otherwise 
called estrogens, which are contributed by the ovaries. 

Now it has taken many years, more than a quarter ofa century of 
work, to isolate these hormones from the various human sources or 
animal sources such as the adrenal glands and the genital glands, and 
then to identify these hormones and then to determine the chemical 
structure and finally making an attempt at synthesizing either com- 
pletely or partially such hormones. 

The reason. for. synthesizing hormones is to increase the yield, to 
reduce the cost, or in some instances to improve on nature so far as 
the physiological and the clinical effects of these hormones are con- 
cerned. 

And I might cite a very good illustration of this. 

As I have mentioned, from the adrenal cortex there have now been 
~ecovered or isolated 50 erystalline hormones, steroids, and of these 
30, there are only 7 that are biologically active. 

Senator O’Maunoney. Biologically what? 

Dr. Bunim. Active, that when given to an animal will produce 
physiological changes. 

And of these 7, there are only 2 that possess antirheumatic prop- 
erties. One is hydrocortisone and the other one is cortisone. 

Now when it became apparent that the beneficial effects of cortisone 
wear off with continued use in many cases, and furthermore that these 
steroids have objectionable side effects, it became clear that a search 
for more satisfactory steroids would be indicated. 
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This was done, and numerous compounds were synthesized, and it 
was not until August of 1954, which is 5 years since cortisone was 
synthesized, that a superior derivative was obtained, and this was 
prednisone and soon after that prednisolone. 

Now this is a good example of how a synthetic compound is superior 
to the hormone which nature herself produces, for it is four times 
more potent than cortisone or hydrocortisone, and it is free of one of 
the undesirable side effects. namely, the retention of salt and water. 

At the present time we are not complacent about prednisone or 
prednisolone. These two compounds also have undesirable side ef- 
fects, and further search is being made for more satisfactory com- 
pounds, hoping to eliminate the objectionable features and retain the 
beneficial effects. 

One of the most fascinating observations made as a result of the 
research is the exquisite relationship between the chemical structure 
and the biological activity or the therapeutic potential of these steroids. 

The principal difference between adrenal steroids and sex steroids 
is in the number of carbon atoms. There are 21 carbon atoms in the 
adrenal steroids, 19 in the male and 18 in the female hex hormone, and 
I might better illustrate it by this model. 

This is a model of the chemical structure of cortisone. This is a 
typical example of a steroid. These black balls are carbon atoms. 
the red are oxygen atoms, and the yellow are hydrogen atoms. 

This structure consists, as you see, essentially of four rings which 
constitute what we call the nucleus of the steroid molecule. This is 
ring A, this is ring B, ring C, and ring D. 

Senator O’Manoney. These rings are all necessary to constitute 
the molecule ? 

Dr. Bont. Oh, yes. More than that, there are certain side changes 
here. 

These carbons are all numbered. This is carbon 1, 2, 3, 4, 5, 6, 7, 8, 9. 
10, 11, 12, 13, 14, 15, 16, 17, and then this is 18, 19, 20, and 21. 

Now a side chain to carbon 3, for example, there is an oxygen at- 
tached to this point. If we alter this complex molecule by as little 
as removing this oxygen, then this structure loses all its biological 
activities. It is not worth anything so far as taking care of a patient 
with rheumatoid arthritis, for example. 

Senator O’Manoney. Now that model which you are holding before 
us is not intended to be an architectural reproduction of the steroid, 
is it? 

Dr. Bunt. No, it is not. The architectural reproduction would 
be much more complicated than this, and these angles would be some- 
what different, and the spacial relationships are of course very 
markedly different. 

Senator O’Manonry. But you do know that there are rings and 
there are chains? 

Dr. Bunt. That is right, and we know what constitutes these 
chains. 

Senator O’Manonry. How did you gain that knowledge? 

Dr. Bunim. By various physical and chemical analyses. 

Senator O’Manonry. Over a long period of years? 

Dr. Bunt. Over 30 years. 

Senator O’Manonery. Over 30 years? 
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Do you want the committee to understand that medical science is 
now confident that this is a proven fact ? 

Dr. Buntm. Yes. There is no question about that. 

Senator O’Manonry. No question about that at all ? 

Dr. Bunt. That is right. 

Senator O’Manoney. And whatever changes in the ring or the 
chain changes also the effect of the structure itself? 

Dr. Bunt. That is right. 

Senator O’Manoney. From a biological point of view ¢ 

Dr. Buntm. That is right. I would like to use one more illustra- 
tion of the effect of such a change, which will bring it home to the 
current most popular steroid. 

As you will notice here, between carbon 4 and 5 there is a double 
bond which means that a hydrogen has been removed from this carbon 
and another hydrogen atom has been removed from this carbon. 

This double bond is absolutely essential for its activity. By re- 
moving the double bond just as by removing the oxygen from carbon 
3, again the entire structure loses its therapeutic and physiological 
effects. 

As a matter of fact, this is nature’s way of inactivating cortisone or 
hydrocortisone once it is ingested. 

Senator O’Manonry. Now then, are you describing to us a form 
of nature rather than a form of chemical synthesis? 

Dr. Buntm. That is right. 

Now, if we now add let’s say to these two carbon atoms a double 
bond artificially, synthetically, the whole structure loses its effect, its 
chemieal, its biological and therapeutic effect. 

If on the other hand instead of adding the double bond between 
this carbon and this, we add a double bond between carbon 1 and car- 
bon 2, we then have presented prednisolone which not only does not 
cause the loss of therapeutic effectiveness, but indeed enhances the 
potency of the compound fourfold, and also frees it of the objection- 
able side effect of retaining salt and causes swelling, just by the subtle 
alteration of this one bond. 

Now at the present time in many chemical research laboratories a 
trial and search is made for different compounds. Attempts are 
being made to alter every single one of these carbon atoms in hopes 
of finding a better steroid than we now have. 

Mr. Hotiasauen. Now, Mr. Chairman, I suggest that Dr. Bunim 
move to the movie, which demonstrates the wonderful miracles, mirac- 
ulous results, obtained from some of these newest drugs. 

(Off the record.) 

Senator O’Manoney. If you will all be good enough to pardon me, 
I will call a recess for 10 minutes in the hearing and I will be back 
immediately. 

(Short. recess.) 

Senator O’Manonry. Mr. Hollabaugh, you may proceed. 

Mr. Hotiasavenr. Will you go ahead with the movie? 

Dr. Bunt. The patient we will show is a woman of 45 who had 
rheumatoid arthritis and was treated with cortisone, and in the first 
few weeks of cortisone therapy she showed a very nice response, but 
then after a few months the improvement wore off and by the time 
she came to us she was almost incapacitated, although she was taking 
cortisone. 
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She is unable to walk up steps in a normal manner, having to take 
one step at a time, and even that is very painful. You can see the 
swollen ankles and feet. She is unable to walk down steps in a normal 
manner either, has to hold on with both hands and take one step at 
a time and walk backward. She is very timid, uncertain. 

We have asked her to try to sit down on a side chair without arms, 
and attempt to pick up her socks and put them on. This is not a 
normal way of sitting down. She has to look where she will land and 
then will land with what is called facetiously the rheumatoid flop. 
She cannot raise one leg on the other but will have to lift it with her 
arms. It is quite a struggle to put the sock on. 

You will notice that she does not bend her fingers normally because 
of the stiffness of the knuckles and the other small joints of the hand. 
The fingers are more like sticks. 

We have asked her to attempt to comb her hair, the purpose there 
being to illustrate the stiffness of her shoulders and the inability to 
raise her shoulders away from her body. 

You will notice how she keeps her arms close to her chest. 

Now she really is unable to feed herself without difficulty. This is 
her inability to cut the meat [indicating]. 

It is no reflection on the food served at the clinical center. 

She will make an attempt to lift the glass of milk with one hand but 
will be unable to do it and so she will have to use both hands, and even 
then will do it very haltingly. 

Now here we attempt to show the inability to form a real firm fist. 
That is the best she can do, and this is on cortisone and aspirin. 

In the next shot we will show the tenderness of pressure. One of 
the things that characterizes rheumatoid arthritis is tender joints. 
Watch her face as the doctor squeezes her knuckles. And the same 
applies to the ankles and arches. Just watch her face. 

Now we have asked her to try to rise without the aid of an arm- 
chair, and she has considerable difficulty, has to bend way over to get 
leverage, and then she will make an attempt to walk away. That is 
a typical gait of a patient with rheumatoid arthritis whose knees are 
involved. 

This is only 48 hours after the beginning of tlierapy. No difficulty 
in raising her shoulders now, as you will notice. All the tenderness is 
gone, no pain, no trouble getting up. She could not do this before. It 
is rather difficult for a patient with arthritis to do that. 

Mr. Hotitasauen. Mr. Chairman, the movie has been shown as a 
dramatic example of the really miraculous nature of some of these 
new drugs, and I gather from Dr. Bunim that it would be a fair state- 
ment to say that the horizon is almost unlimited in the research for 
the future in this field. 

Dr. Bun. That is correct. 

Mr. Hotiasavucn. And that there is intense activity in this field to 
perfect these drugs and to discover new ones. 

Dr. Bunim. That is correct. 

Mr. Hortianaven. And that the plant source is extremely impor- 
tant in the entire program. 

Dr. Bunt. That is right. 

Senator O’Manonry. May I interrupt there? 

(Off the record. ) 
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Mr. Horxiasaven. Mr. Chairman, the next witness to be called is 
Dr. Carl O. Erlanson. 

Will you come forward, Dr. Erlanson ? 

Please be seated, Doctor. 

Dr. Erlanson, will you state your name and title for the record, 
please ? 


STATEMENT OF DR. CARL 0. ERLANSON, AGRICULTURAL RESEARCH 
SERVICE, DEPARTMENT OF AGRICULTURE 


Dr. Ertanson. My name is Car] O. Erlanson. I am a staff mem- 
ber of the Agriculture Research Service of the United States Depart- 
ment of Agriculture. My specific position is head of the Section of 
Plant Introduction, which 1s a part of the Agricultural Research 
Service. 

Senator O’Manonery. What do you mean by plant introduction ¢ 

Dr. Ertanson. The introduction of plant materials for the im- 
provement of the crops we have in this country, or for possibly intro- 
ducing into this country entirely new crops. 

Senator O’Manoney. Thank you, sir. Proceed. 

Dr. Ertanson. I have a short statement here to cover the Depart- 
ment of Agriculture’s attempts to develop a crop for the production 
of chemicals from which the drug cortisone and related drugs could 
be produced. 

In 1948 Kendall and his associates at the Mayo Clinic demonstrated 
what were considered dramatic effects in the treatment of rheumatoid 
arthritis through use of a drug called cortisone. This drug has been 
synthesized from bile acids of animal source. Since by its nature, bile 
acid can be obtained in only rather limited quanties as a byproduct 
of slaughterhouse operations, the need for more abundant sources 
for the basic starting chemical became evident if this promising new 
drug were to have wide utilization. 

As early as 1929, a chemical known as sarmentogenin had been 
isolated from seeds of an African vine technically known as Stro- 
phanthus. Sarmentogenin was demonstrated to be a possible pre- 
cursor for cortisone. Marker, a chemist on the staff of the University 
of Pennsylvania, had isolated from another plant, Dioscorea, a sub- 
stance called diosgenin, which also could be used as a source for 
cortisone. Several other plant groups as well were demonstrated 
to have similar possibilities. 

In June 1949, the President directed the United States Public 
Health Service and United States Department of Agriculture to 
undertake whatever steps were necessary to promote the production 
of cortisone and study its potentialities. 

In the fiscal year 1950 the Agricultural Research Service, with 
funds transferred by the Public Health Service, initiated exploration 
for Strophanthus in Africa. In the fiscal year 1951 the Agricultural 
Research Service received an allocation of $200,000 from Congress for 
research on the discovery, propagation, chemical composition, and 
utilization of plant materials potentially valuable as sources of the 
drug cortisone. 

These funds were to be used to discover in plants an abundant and 
economical source for cortisone or other isolated products and to de- 
velop practical methods for their separation from the plant. 
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The immediate need was exploratory surveys of the most promising 
plant groups both botanically and chemically. Plant explorations 
began in Africa and were later carried on in Mexico, Central America, 
South America, and the West Indies. Cooperators in the Pacific, the 
Far East, and the Near East also contributed many collections for 
screening. 

As it, became increasingly clear from chemical screening that 
Dioscorea and ag: e is a Spanish bayonet, a native plant of 
Mexico and Southwestern United States—were the most important 
source materials, attention was concentrated on these two plant groups 
to find types yielding the highest percentage of source chemicals. 

However, other groups were collected for testing so that no possible 
likely source would be overlooked. 

Up to June 1, 1956, more than 5,800 collections have been screened 
chemically, the best types have been placed under propagation and 
the most promising are in trial cultural tests in Southern United 
States and Puerto Rico. 

In the cultural program about 30 species of African Strophanthus 
have been investigated and a collection is maintained at Mayaguez, 
rc 

Further study with this group is not contemplated since a survey 
of all our results indicate that Strophanthus is not practical as a crop. 

Senator O’Manoneyr. When you say that Strophanthus is not prac- 
tical as a crop, do you mean that it is not practical to grow it, or that 
it does not contain the desired material ? 

Dr. Ertanson. The chemical in the case of Strophanthus is in the 
seed only, and we have problems in the production of the seed. It is 
a strictly tropical vine and the production per acre would be too small 
for the farmer to profitably grow it, so that as compared to Dioscorea 
or Agave, it does not stand much chance as a crop. 

Mr. Horiasaven. One question: The Strophanthus is altogether 
different from the Mexican yam ? 

Dr. Ertanson. Completely different; a different family entirely. 
Agave is different from Dioscorea, also; a different family again. 

Agave has several species with relatively high content of source 
chemical and is still considered a possible source of cortisone pre- 
cursors although second in importance to Dioscorea. A species collec- 
tion is being maintained at San Marino, Calif. 

And the point here is that chemists are having a very marvelous 
success in new findings, and it may be that agave as a new source 
will be much more important later than it is now. 

At the present time it is of secondary importance. 

Senator O’Manoney. What is the advantage of maintaining the 
species collection ? 

Dr. Ertanson. Because they are expensive and difficult to bring 
together, and by keeping a species collection we can immediately go 
back, we can quickly go back to source material if the chemists want 
to examine this material all over : again after we have once screened it. 

Senator O’Manoney. Well, these are not growing species? 

Dr. Ertanson. These are growing species; yes, sir. 

Senator O’Manoney. The collections to which you refer? 

Mr. Eruanson. Are growing. 
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Senator O’Manoney. Are collections of growing species ¢ 
Dr. Ertanson. Yes, sir. 
Senator O’Manoney. Not of 
Dr. Ertanson. Not of herbarium specimens; no, sir. These are 
growing specimens. Unquestionably the most productive source of 
cortisone precursors is the genus Dioscorea, which is the wild yam or 
what has been called barbasco root in some literature. 

Although this group has a wide distribution in temperate and trop- 
ical areas, those types of greatest promise occur in southern Mexico 
and Guatemala. More than 500 collections have been introduced and 
chemically analyzed. 

The precursor chemical is found only in the underground tuber 
and varies in content up to 10 percent. About 200,000 plants have been 
propagated of the best yielding types and these are now in preliminary 
cultural trails in Georgia, F lorida, Louisiana, Texas, and Puerto Rico. 

Senator O’Manoney. You mean 200,000, do you? 

Dr. Ertanson. I mean 200,000 plants. 

Senator O’Manonry. The text of the statement reads 2 million. 
That is a mistake ¢ 

Dr. Ertanson. Mine reads 200,000. I am sorry there was a typing 
error. It should be 200,000, not 2 million. 

Plants can be reproduced from seed, leaf, and stem cuttings, or 
from fragments of the underground tuber. Since these wild types of 
Dioscorea have never been under cultivation as a crop there is much 
still to be learned concerning their cultural requirements and produc- 
tion under cultivation. 

The chemical staff continue with their research on more economical 
methods of synthesis, and possible new plant sources. Although little 
data has yet been accumulated, we feel that Dioscorea can be grown 
profitably as a crop in southern United States, competing favorable 
with existing crops at present prices. 

I mean at present prices of Dioscorea. However, we are not yet 
in a position to recommend its cultivation to the farmer, nor do we 
have sufficient stock for him to initiate commercial plantings. 

Senator O’Manonry. How was this program undertaken by the De- 
partment of Agriculture ? 

Dr. Ertanson. The work is divided into two parts; the exploratory 
phase, the collecting of the plant material in the wild, and its later 
observations in field trials as a crop are carried out in the plant in- 
troduction section of which I am in charge. 

Senator O’Manoney. When was it undertaken? 

What was the authority? 

Dr. Ertanson. The authority was the appropriation of fiscal year 
1951 when $200,000 was given by Congress for this work. 

Senator O’Manoney. In other words, in the year 1950 when the ap- 

ropriation bill was being prepared for the next fiscal year ending on 
Saas 30, 1951, Congress appropriated $200,000 to establish ‘this 
research ! 


Dr. Ertanson. Yes, sir. 

Senator O’Manoney. And was that done for the purposes which you 
have described here ? 

Dr. Ertanson. Yes, sir. 

Mr. Hotiasaven. Mr. Chairman, I have for offering into the record 
the excerpt from the appropriation hearings of the House Committee 
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on Agriculture which deals with the statements made at that time 
of the importance of the program and the necessity for the appro- 
priation of money to carry it on, and with your permission, Mr. Chair- 
man, I would like to offer it into evidence. 

Senator O’Manonrey. It may be received. 

(The document is as follows :) 


AGRICULTURAL RESEARCH ADMINISTRATION 


WITNESSES 


Dr. F. P. Cullinan, assistant chief, bureau of plant industry, soils, and agricul- 
tural engineering 

V. H. Beach, budget officer, bureau of plant industry, soils, and agricultural en- 
gineering 

Dr. G. E. Hilbert, chief, bureau of agricultural and industrial chemistry 

Dr. George W. Irving, Jr., assistant chief, bureau of agricultural and industrial 
chemistry 

Henry A. Donovan, assistant chief, bureau of agricultural and industrial chem- 
istry 

E. L. Struttmann, budget officer, agricultural research administration 

Eugene B. Wilhelm, chief, division of estimates and allotments, office of budget 
and finance 

BUDGET AMENDMENT FOR RESEARCH ON CORTISONE 


Mr. Wuirten. Gentlemen, we will now consider as an amendment to the 1951 
budget for the Agricultural Research Administration, an item which would pro- 
vide $200,000 for research on the discovery, propagation, chemical composition, 
and utilization of plant materials potentially valuable as sources of the drug 
cortisone, which promises spectacular success in the treatment of arthritis. 

I think this committee fully appreciates the need for this work and the high 
promise that it holds for relieving this terrible disease. I would like to have the 
justifications inserted in the record at this point in its entirety. 

(The information referred to is as follows :) 


For research on the discovery, propagation, chemical composition, and utilization 
of plant materials potentially valuable as sources of the drug cortisone which 
promises spectacular success in the treatment of arthritis, $200,000 


Note.—This increase is being requested as follows: 
Bureau of Plant industry, Soils, and Agricultural Engineering, 


fruit, vegetable, and specialty crops subappropriation________ $60, 000 

Bureau of Agricultural and Industrial Chemistry, salaries and 
IEE CU aii ine ctrete stern in Bhi bewtg tn mnvignlcttn linen sie 140, 000 
I oe tA et ee ee ae) Be es 200, 000 


For convenience, a consolidated justification is shown at this point with distri- 
bution of the increases by activities and objects for each agency shown in the 
accompanying schedules. 

Objective.—To discover in plants an abundant and economical source for the 
drug cortisone or other related products and to develop practical methods for 
their separation from the plant. 

Problem and need for increase.—Cortisone, the new drug discovered recently 
by Dr. Kendall, of the Mayo Clinic, has been shown to have spectacular success 
in the alleviation and treatment of arthritis. It has been accepted with phe- 
nomenal rapidity by the medical profession as a most promising solution for that 
group of afflictions generally known as old-age diseases. It is the only drug 
krown which will rapidly bring about the remission of all symptoms of rheuma 
toid arthritis. There is also evidence that it may be efficacious in the treatment 
of rheumatic fever, gout, and a whole group of vague mental and degenerative 
diseases. Since July 1949 several other uses for this drug have shown clinical 
promise in the treatment of anemia and rheumatic heart disease. Many millions 
of people in the United States are suffering from illnesses which may be alleviated 
by the use of cortisone. 
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In June 1949 the President directed the United States Public Health Service and 
the United States Department of Agriculture to undertake whatever steps were 
possible to promote the production of cortisone and investigate its potentialities. 
The Bureau of Plant Industry, Soils and Agricultural Engineering for many 
years has been responsible for the introduction of foreign plant materials. With 
$18,000 advanced to it in fiscal year 1950 by the United States Public Health 
Service, the Bureau of Plant Industry is now engaged in the procurement of Stro- 
phanthus, an African plant reported to yield a chemical precursor for cortisone. 
Dioscorea (yam) has been reported as another potential source, and studies indi- 
cate other plants in widely separated groups of the plant kingdom may be even 
more promising. It is now generally recognized by responsible Federal agencies 
that a coordinated effort on a more intensified scale will be necessary to make 
any significant advance within the near future. 

Cortisone is a complex organic compound, a steroid hormone, belonging to a 
class of substances which includes bile acids, male and female sex hormones, 
vitamin D, and digitalis. It is normally produced by the cortex of the adrenal 
glands. Its use for arthritis does not give a permanent cure, its action resembling 
that of insulin in diabetes. Relapses almost always occur 1 to 2 weeks after 
administration of cortisone is stopped. The drug is currently given in daily doses 
of one two-hundred-and-eightieth of an ounce. However, it is now so rare and 
costly that a single treatment at present rates may cost $100. 

There is little prospect that cortisone can be produced cheaply or in quantity 
from its present sources. It occurs naturally only in the adrenal glands. One 
thousand pounds of beef adrenals contain only one fifty-sixth of an ounce of 
cortisone. The compound can be synthesized from bile acids, but again the 
process gives low yields and is very costly. Some 200 pounds of ox bile yield 
only 1% pounds of bile acid. After 30 to 40 chemical processes, less than 1 per- 
cent of the bile acid is converted into cortisone. Even though cattle were 
slaughtered solely to obtain this drug, there would not be enough cattle in the 
world to supply the present and potential demand for this valuable product. 

The antiarthritic properties of cortisone depend largely on the unique and 
specific location of the oxygen atoms in the cortisone molecule. The synthetic 
chemist at present finds it very difficult to place these oxygen atoms exactly 
where they are needed. It is necessary, therefore, to find naturally occurring 
chemicals (precursors) having not only the same general structure as cortisone 
but specifically having oxygen atoms in the same positions as the parent sub- 
stance. For these cortisone precursors chemists have turned to the plant king- 
dom. <A group of compounds called sapogenins, obtainable from plants, offer 
possibilities as precursors of cortisone. There are several thousand species of 
plants, cultivated and wild, domestic and foreign, which have been reported to 
contain sapogenins. Those plants which contain the best cortisone precursors 
found to date are an African vine, and a Mexican yam. However, it is possible 
that better sources for the production of cortisone may be found in the many 
plant species which have not yet been investigated. 

The cortisone problem is undoubtedly a difficult one but a timely solution will 
best be achieved by research teamwork in which Government scientists can and 
should.play an important role. Since agricultural materials are the only sources 
for the quantity production of this compound, its production in adequate quanti- 
ties is of vital concern to specialists in the United States Department of Agri- 
culture. Funds for this work are not now available within the Department. 

The solution of these problems will provide American people with a cheaper 
and more abundant supply of cortisone, may provide the American farmer with 
a new and valuable crop, and agriculture wiil have made an outstanding contri- 
bution to American welfare. 

lan of work.—Botanists would collect and identify plants belonging to species 
presumed to contain sapogenins that can be converted to cortisone. Such plants 
wouid then be investigated by chemists to determine whether cortisone precursors 
are present. When the best plant sources are known, geneticists would breed 
strains with high sapogenin contents and agronomists would determine optimum 
growing conditions so that quantity production of the crop could be achieved. 
Chemists would then investigate and develop methods for large scale isolation 
of the cortisone precursors present in these plants and the conversion of the 
precursors to cortisone. Plant material and chemical products valuable for 
drug or other purposes may be developed as a related part of the investigations 
for the economical production of cortisone. The work would be done by the 
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Bureau of Plant Industry, Soils, and Agricultural Engineering and Bureau of 
Agricultural and Industrial Chemistry in accordance with the following plan: 

The Bureau of Plant Industry, Soils, and Agricultural Engineering would con- 
duct three lines of investigations: (1) A bibliographic survey to select plant 
groups of significance to this program, (2) foreign and domestie explorations for 
plant material, and (3) propagation and testing of introduced plants to determine 
their potentialities as sources of the drug in commercial! quantities. 

The botanical bibliographical survey would be made in conjunction with the 
cooperating chemists of the Bureau of Agricultural and Industrial Chemistry 
to cull from the published literature plant groups potentially important as 
sources of cortisone so as to guide the efforts of those engaged in plant explora- 
tions. 

Exploration for seeds and cuttings of promising plant sources of the drug 
would be continued and intensified for species of Strophanthus and Dioscorea 
(yam), the two recognized sources of the drug, and the other plant groups which 
botanical and chemical studies may uncover. These explorations will be con- 
ducted first in Africa, Mexico, and Central America, and later in southern Asia. 

Material of both Strophanthus and Dioscorea which have been collected in 1950 
will be propagated in greenhouses at Glenn Dale, Md., and grown and tested under 
appropriate climatic conditions at Coconut Grove, Fla., and Mayaguez, P. R. As 
soon as chemical investigations by the Bureau of Agricultural and Industrial 
Chemistry indicate good plant sources for cortisone, a program of rapid propaga- 
tion, breeding, and field testing will be initiated to evaluate the introductions as 
agricultural crops either in the United States, its territories and possessions, or 
abroad. 

Chemists of the Bureau of Agricultural and Industrial Chemistry would in- 
vestigate the plants collected by the Bureau of Plant Industry to determine 
whether cortisone precursors are present. This would be accomplished by in- 
vestigations upon the fresh plant material and upon material dried under condi- 
tions known to prevent destruction of any precursors present. The plant ma- 
terial would be extracted to obtain a crude sapogenin fraction which would then 
be further fractionated to obtain concentrates of cortisone precursors. These 
purified fractions would then be examined chemically to determine whether they 
can be converted to cortisone in reasonable yields. When the best plant sources 
are known as a result of the joint efforts of Bureau of Plant Industry, Soils, and 
Agricultural Engineering and Bureau of Agricultural and Industrial Chemistry 
and such plants are being grown in quantity, chemists and chemical engineers of 
the Bureau of Agricultural and Industrial Chemistry would then conduct inves- 
tigations to develop large scale processing procedures for the isolation of corti- 
sone precursors based on the fundamental studies conducted in the laboratory. 

The work would be coordinated with the laboratory and clinical work in the 
cortisone program of the United States Public Health Service. The Public Health 
Service is looking to the Department of Agriculture for discovering plant mate- 
rials valuable as sources of cortisone and for the initial chemical evaluation of 
such materials and for the development of sufficient crop production to meet the 
requirements for the production of the drug. 

Mr. WHITTEN. It is with great pleasure that this committee notices that you 
gentlemen are able, willing, and ready to do this work with the personnel and 
the funds you already have. Now, would you like to make some comments? 

Dr. CULLINAN. I would like to have Dr. Hilbert make the opening statement 
on this. 

Dr. Hizgert. Mr. Chairman, would you care for me to describe the importance 
of the problem involved in the project? 

Mr. WHITTEN. We will be glad to hear from you. We have put this material 
in the record in an effort to save time, so you might limit yourself to why it is 
necessary to have additional funds. 


Senator O’Manoney. Does that show cooperation with the Public 
Health Service? 
Dr. Ertanson. Yes, sir. 


Senator O’Manonry. So that the two bureaus were working to- 


gether for the purpose of producing raw material out of which these: 


new drugs could be made ? 
Dr. Ertanson. That is right. 
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Mr. Hotiasavcn. In the appropriations hearings referred to in 
exhibit 2, the statement is made: 

_Those plants contain the best cortisone precursors found to date are an African 
vine and a Mexican yam. 

Dr. Ertanson. Yes, sir. 

Mr. Hotianauen. Do you know of any better source known today 
than the Mexican yam ? 

Dr. Ertanson. No, sir. After examining 5,800 collections from all 
over the world and all leads followed that we have obtained from any 
investigations made; we know of no better source at the present time. 

Senator O’Manonry. And when you speak of the Mexican yam, 
you are talking of Dioscorea ? 

Dr. Ertanson. Yes, sir. 

Mr. Hotianaven. And sometimes called the barbasco root ? 

Dr. Ertanson. Yes, sir. 

Senator O’Manoney. I was a member of the Senate Committee on 
see a at the time that this work was done, and I think I 
can add to what appears here, namely that this research was initiated 
by a letter from the President to the then Secretary of Agriculture, 
Mr. Brannan, in which it was pointed out that it would be desirable 
to make this search for new sources of drugs or chemicals that would 
be useful in fighting these hitherto incurable diseases. 

Mr. Hotiapaven. Thank you, Mr. Chairman. That is a very per- 
tinent observation. 

I have no further questions for Dr. Erlanson, sir. 

Senator O’Manonry. What work are you doing now in the De- 
partment with this problem ? 

Dr. Ertanson. We are at the present time continuing to collect, 
to look for new sources, but the work of the Department now largely 
is the testing of this material to see whether we have a practical crop 
for the farmer of the United States. 

We think we have. 

Senator O’Manoney. By that you mean you think that the research 
which has been made since this original appropriation was granted 
has demonstrated that plants may be grown by farmers which may 
be sold at a profit ? 

Dr. Ertanson. Yes, sir. 

Senator O’Manoney. Provided the price of the product is what? 

Dr. Ertanson. Provided the price of the starting chemical does not 
fall so low that it cannot be profitable to the farmer to produce it. 

Senator O’Manonrry. Now we come face to face with the great 
problem of human health and profit out of treating diseases. It is 
significant I think to remark that the year 1956 is the 50th anni- 
versary of the enactment by Congress of the Pure Food and Drug Act. 

That law was passed because a great man in the Department ot 
Agriculture—Dr. Wiley—saw so many abuses in the preparation and 
sale of what we called patent medicines, that he undertook to prove to 
Congress eventually that legislation would be necessary to prevent un- 
scrupulous persons from making profit out of foods and drugs pre- 
pared for human consumption. 

The Départment of Agriculture is still at work endeavoring to find 
ways and means of encouraging the growth of certain plants which 
can be used as the source of healthful medicines. 

Dr. Ertanson. Yes, sir. 
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Mr. Hotiasaven. No further questions, sir. 

Thank you. 

With the chairman’s permission, I would like to offer into the 
record a letter from Dr. J. R. Heller, Director of the National Cancer 
Institute concerning steroids and their role in the treatment of cancer. 

Senator O’Manoney. It may be received. 

(The letter is as follows :) 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
PUstic HEALTH SERVICE, 
NATIONAL INSTITUTES OF HEALTH, 
Bethesda, Md., July 3, 1956. 
Mr. HerscHeLt CLESNER, 
United States Senate Commitice on the Judiciary, 
Subcommittee on Patents. 


Dear Mr. CLESNER: In response to your request of July 2, 1956, the following 
information has been prepared by the National Cancer Institute staff concerning 
steroids and their role in the treatment of cancer. 

Several members of the chemical family known as steroids are of definite value 
in the treatment of several different types of malignancy in man. Cortisone and 
related compounds are used routinely in several of the leading clinics in the 
management of critically ill children and adults suffering from acute leukemia. 
The response is often prompt and spectacular with cessation of bleeding, with 
improvement of anemia and improvement of the bone marrow. Partial remission 
thus obtained affords time to place the patient on one of the more slow acting 
antimetabolite drugs such as A-methopterin or 6-mercaptopurine. Since acute 
leukemia can be treated neither surgically nor with radiation, the use of steroids 
is of great importance in present therapy. 

Recurrent metatastic carcinoma of the breast is now regularly treated with 
steroids. In women beyond the menopause, either estrogen (female hormone) 
er andragen (male hormone) may be effective. The general experience has been 
that as many as 50 percent of the cases will respond to one or the other sex 
hormones with a partial or complete remission lasting for a period of a few weeks 
to several years. In premenopausal women, estrogen is prone to accelerate the 
growth of breast cancer but androgen produces remission in approximately 25 
percent of cases. Disseminated cancer of the prostate responds well to castration 
combined with estrogen therapy. Approximately 75 percent of cases show some 
improvement. 

The use of various steroids in the treatment of other forms of cancer such as 
ovarian, uterine, and testicular is under active study and preliminary results 
are encouraging. 

I trust this furnishes the information in which you were interested. If we can 
be of further assistance, please do not hesitate to call us. 

Sincerely yours, 





J. R. Hewier, M. D., 
Director, National Cancer Institute. 
Mr. Hotiasauen. I shall not take the time to read it at this time, sir. 
Then with the chairman’s permission I would like to offer into the 
record a statement prepared by the National Heart Institute relating 
to the Importance of Steroids in the Study and Therapy of Cardio- 
vascular Renal Diseases. 
Senator O’Manoney. It will be received. 
(The document is as follows :) 


THE IMPORTANCE OF STEROIDS IN THE STupDY AND THERAPY OF 
CARDIOVASCULAR-RENAL DISEASES 


Steroids having origin in the adrenal cortex, the ovaries, and the testes, and 
numerous synthetic or partially synthetic analogs of such steroids are of con- 
siderable current importance in the study of, and are assuming increasingly im- 
portant roles in the therapy of, a number of cardiovascular-renal disorders. 
(Although the numerous types of digitalis preparations bear a structure closely 
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related chemically to that of these steroids, they will not be further considered 
here. The steroids under consideration are of no economic importance in the 
production of digitalis compounds. ) 


the | The steroids of the adrenal cortex include aldosterone and desoxycorticos- 
neer terone, steroids effective in producing salt and water retention, and hydrocorti- 
acer. sone and cortisone, steroids effective in influencing protein and carbohydrate 


metabolism, and possessing properties enabling them to combat or prevent inflam- 
mation and many of the manifestations of allergic reactions. The most important 
steroids produced by the ovaries are the estrogens (often referred to as “the” 
female sex hormones), effective in producing the changes characteristic of femi- 
nization and possessing properties which prevent the development of many of the 
changes characteristic of senility. The most important of the steroids produced 
= by the testes is testosterone (often referred to as “the” male sex hormone), effec- 
no. tive in producing the changes characteristic of masculinization, and possessing 

properties enabling it to build up or prevent the breakdown of some protein tissues 

in the body, and thus, as with the estrogens, to prevent the development of some 

of the changes characteristic of senility. Cardiovascular-renal diseases, in the 


wing study and therapy of which steroid hormones may be of importance, include heart 
ning failure and nephrosis, hypertension, acute rheumatic heart disease, arterioscle- 
rosis, and coronary heart disease. 
alue Heart failure, from whatever cause, is characterized by edema (or “dropsy’’ ) 
and formation, wherein excessive amounts of salt and water are retained, causing 
the a host of complications, of which respiratory embarrassment is the most promi- 
mia. nent. In nephrosis, where the kidney, rather than the heart, is the organ 
with primarily affected, precisely similar retention of salt and water appears. It is 
sion now well established that in both these conditions, aldosterone is secreted in 
‘ting ) excess by the adrenal cortex, and contributes to the edema formation. Consider- 
cute able interest in steroid research is being directed toward this cardinal role of 
oids aldosterone in edematous states. It is hoped that steroids may be developed 
which are similar to aldosterone but lack its salt-retaining properties: such 
vith steroids might, because of their structural similarity to aldosterone, “fool” 
me ) the kidney or adrenal receptor sites which normally respond to aldosterone, and 
een | thus (by the familiar process of “competitive inhibition”) prevent the action, 
sex or the production, of aldosterone itself. In this way, a steroid may eventually 
eeks be able to combat the steroid-induced effect of heart failure. 
the In the case of nephrosis, it has been found that in a number of cases the 
y 25 disease can be markedly improved by treatment with hydrocortisone and other 


ome siderable interest attaches to the investigation of the effect of new steroids in 

this disease: much light may be thrown on the nature of the disease itself, 

h as } as yet poorly understood, and also on the fundamental mode of action of the 
ults | steroids. 

: Hypertension, or high blood pressure, may exist in a number of disease states 

ean and many factors undoubtedly contribute to its cause. It has been suggested 

| that salt-retaining steroids such as aldosterone may play a part in the cause 

/ of some cases of hypertension. If this proves to be the case, steroid hormones 

may also come to play a part in its treatment, for the reasons already discussed. 


7 

tion | steroids of this type. The way in which these steroids act is not known. Con- 
: 
? 


e. Acute rheumatic fever is a generalized inflammatory disease which always 
mn : affects the heart, and is notorious for producing permanent heart damage in 
Sir. some cases. Steroids related to hydrocortisone are highly effective in reversing 
the the acute manifestations of rheumatic fever. Of considerable importance in the 
ing development of steriod therapy has been the recent introduction of steroids 
lio- (the “meti” steroids) more active in combating inflammation than an) previously 
i known, yet possessing fewer undesirable side effects. There is some evidence 
that the prompt reversal of the course of acute rheumatic fever with steroid 
therapy may prevent the development of the damaging changes in the heart 
valves which so often follow. Research continues toward the development of 

yet more effective anti-inflammatory steriods. 

Arteriosclerosis is the commonest form ef cardiovascular disease, whose best- 
known and most serious complication is coronary heart disease. The latter is 
much more common in men than in women, and accordingly numerous studies 

und have been conducted to determine whether (1) “sex” steroids play a part in 
‘Oh- this difference and (2) therapy with estrogens may be of aid in preventing 
im- or treating disease. 

ars. A number of studies suggest that the answer to both these questions may be 
ely in the affirmative. A number of chemical findings in the blood concerned with 


the types of protein that carry circulating cholesterol, (a steriod substance always 
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present in arterioseclerotic vessels) have been found to be correlated with 
arteriosclerotic changes in man and experimental animals. These chemical 
findings are more prominent in males, or in animals treated with testosterone 
than they are in females. In a number of animal studies, arteriosclerotic changes 
have been prevented by estrogen treatment. Studies of a similar nature in man 
are in progress in a number of centers today. It is too early to evaluate clinical 


results; the chemical findings suggest that such therapy may prove to be of 
benefit. 


The use of estrogens in males produces, of course, undesirable side effects: 
breast development may be induced, and libido may be diminished. Therapy 
with testosterone together with estrogen may prevent these side effects; it 
will not be possible to say until a number of studies have been completed whether 
dosages can be adjusted to obtain, on the one hand, the desirable effects on the 
development of arteriosclerosis, and to prevent, on the other hand, the unde- 
sirable effects. Studies are also in progress designed to develop steriod analogs 
of the natural estrogens which may have the desired effects on the blood chemical 
abnormalities and on the development of arteriosclerosis, but lack the char- 
acteristic estrogenic effects. 

With advance of age a number of degenerative changes in the tissues develop, 
many of which are poorly understood; the cardiovascular system takes part in 
these changes. Inasmuch as a decrease in adrenal, testicular, and ovarian steriod 
production occurs with advancing years, it is likely that the resulting steriod 
jack plays a part in the development of the tissue alterations. With this in 
mind, a number of studies are in progress to attempt to combat degenerative 
tissue changes by the chronic administration of steroid hormones. Dosages are 
being chosen to restore to the tissues, insofar as possible, the hormonal environ- 
ment present in earlier years. Steriods may assume considerably greater im- 
portance in geriatric medicine as such studies progress. 

Mr. Hotianaven. I might add, sir, this report is quite optimistic 
as to the possible progress in the research in that field. 

Now as a supplement to what has been testified to by Mr. Erlanson, 
with the chairman’s permission I would like to offer a reprint from 
Economic Botany entitled “The Search for Plant Precursors of Cor- 
tisone.” 

Senator O’Manoney. Economic Botany I understand to be a gen- 
eral publication issued by what publishing house? 

Mr. Hotiasavuen. The article is written by four of the scientists at 
the Horticultural Crop Research Branch, Agricultural Research Serv- 
ice, United States Department of Agriculture. 

(The publication referred to was made a part of the subcommittee 
files. ) 

Mr. HotiasavucH. Then without reading the articles or in any way 
referring to them, only in this way, I would like for the Chair’s per- 
mission to offer a selected list of articles to show, one, the intense re- 
search activity in the steroid hormone field; two, the wide range of 
diseases and ailments for which research is being done, and three, the 
success in developing new and better hormones which is being 
achieved. 

These articles demonstrate the great importance which is attached 
to the steroid hormone today and the expected increase of its use in 
the future. 

Senator O’Manonry. Do you want to offer those for publication 
in the record or for filing with the committee? 

Mr. Hottanaven. I would like, sir, to have them for publication in 
the report of the committee if the Chair is agreeable to that. 

Senator O’Manoney. I am inclined to believe that this hearing will 
be a valuable document, but I do not want to make it too expensive for 
distribution. 
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Mr. Hotianauen. Very well, sir, I will then withdraw my original 


request. 

ienaten O’Manoney. It might be that these articles could be sum- 
marized and the citation made so that we will publish all of the essen- 
tial material without any of the unnecessary language that sometimes 
appears in articles, and I dare say in speeches too. 

Mr. Hotiasauacu. Very well, sir. 

I might add that these are just examples of some of the new prod- 
ucts being offered by some of the, United States pharmaceutical houses. 

Senator O’Manoney. Before that is presented for the record then 
I shall ask the staff, with the assistance of the experts from the Public 
Health Service, to summarize the material with the appropriate quota- 
tions. 

Mr. Hotiasauen. Fine, sir. 

Now that completes, Mr. Chairman, the presentation up to the point 
where we intend to begin presenting 

Senator O’Manoney. You mean now up to the point where we can 
go to lunch. 

Mr. Hotianauanu. Yes, sir. 

Senator O’Manonery. The committee will have the opportunity to 
sit during the afternoon. I received that permission on the floor of 
the Senate while I was away. 

At what time do you wish to reassemble ? 

Mr. Hotianaucu. We would suggest, sir, if it meets the conven- 
ience of the Chair, that we reassemble at 2:30. 

Senator O’Manoney. It will be so ordered when we recess. 

Now what were you going to say as to this afternoon’s program ? 

Mr. Hotiazauen. I was going to state that beginning this after- 
noon I shall, with the chairman’s permission, begin the presentation 
of the evidence with respect to the request and application by Syntex 
S. A. through one of its United States affiliated companies to obtain 
a license from the Office of Alien Property under patent in the 
hormone field, and the circumstances which developed at that point 
and thereafter. 

Senator O’Manoney. Very good. 

The committee will now stand in recess until 2:30, when you may 
proceed with the presentation of evidence. 

(Whereupon, at 1:10 p. m., the subcommittee was recessed, to re- 
convene at 2:30 p. m. of the same day.) 

(Following is a list of articles and their sources referred to on p. 26:) 





ARTICLES 


Steroid Hormone Products, a Key to the Future, reprint from Drug and Cosmetic 
Industry, December 1953. 

The Search for Adrenal Hormones, reprint from Drug and Cosmetic Industry, 
vol. 75, No. 4, April 1954. 

Arthritis and Rheumatism, Public Health Service Publication No. 20, U. 8S. 
Department of Health, Education, and Welfare, Health Information Series, 
No. 9, revised 1954. 

Arthritis on the Spot, Chemical Week, October 20, 1954, pp. 82 and 84. 

Relief for Arthritis Sufferers? Chemical and Engineering News, February 14, 
1955, p. 598. 

Away from Nature, Chemical Week, March 19, 1955, pp. 70, 72, and 73. 

Sleeper in the Steroids, Chemical Week, June 4, 1955, p. 64. 

Aldosterone Encore, Chemical Week, August 6, 1955, pp. 70 and 72. 

Cortisone Precursors, Chemical Week, October 29, 1955, p. 99. 
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Steroid Pace Setters, Chemical Week, December 31, 1955, pp. 60 and 62. 

The root of the matter, excerpt from article appearing in Fortune Magazine, 
January 1956, pp. 108 and 173. 

Testosterone Subs Make First Team, Chemical and Engineering News, April 
30, 1956, pp. 2134 and 2136. 

New Halo Steroids, Chemical and Engineering News, April 30, 1956, pp. 2119 
feud 2120. 

NEW PRODUCTS 


Cortril vaginal tables, Chas. Pfizer & Co. 
Sterene, Chas. Pfizer & Co. 
Nilevar, Searle Reference Manual No. 4, G. D. Searle & Co. 


AFTERNOON SESSION 


Senator O’Mauonry. You may proceed, Mr. Hollabaugh. 

Mr. Hotiasaven. Thank you, Mr. Chairman. 

I would like first, for the sake of clarity and in order to avoid con- 
fusion in names, to spell the name of Mr, Licio, L-i-c-i-o, Lagos, 
L-a-g-o-s, who was president of Syntex during the period of time 
which we will now cover, and who I am informed is still president of 
Syntex. 

1 wish to distinguish his name from the Minister of Economy in 
Mexico, whose name is Gilberto, G-i-l-b-e-r-t-o, Loyo, L-o-y-o. 

Now, Mr. Chairman, in anticipation of the evidence to follow, the 
staff has prepared a document called the “Unitary Nature of Syntex 
Operations and the Sale of Syntex and Certain Affiliated Companies 
to Ogden Corporation in May 1956.” 

I would like to offer this as an exhibit into the record and as an aid 
to understanding these companies and where they are located. 

Senator O’Manonry. That may be received. 

(The document is as follows:) 


: 











4 
4 
3 
a 


okie Ni rt 


Company and location 


Byntes, 8, A_-...-.-<- 
(Several plants, most 
important one in 
Mexico City.) 


Extractos, 8. A., Orizaba, 
Mexico. 


American Steroids, Inc. 
(A. 8. I. formerly Ameri- 
can Syntex, Inc.). 


Pharmaceutical 
Inc. (P. P. I1.). 


Products, 


Chemical Specialties Co., 


Inc., 10 East 40th St., | 


New York City. 


Foundation Laboratories, | New York--- 
Inc., 10 East 40th St., 
New York City. 
Laboratorias Hormona, S. A-| Mexico--_-.--- 
I Ma ini ces o cessation esis Saas 
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Place of incor- 


poration 


Mexico 


pO 


Puerto Rico-_._._- 


Puerto Rico_----.- 


New Jersey -- 


Ownership prior to 
May 1956 


Dr. Emeric Somlo, 70 per- 
cent; Dr. Frederick 
Lehmann, 13 percent; 


Unitary nature of Syntez operations and the sale of Syntex and certain 
affiliated companies to Ogden Corp. in May 1956 


Dr. Jorge Rosenkranz, | 


12 percent (all Mexican , 


nationals). 


do 


do jo caidiarie madden 


Dr. Somlo; Dr. Lehmann. 


Owned by Chemical Spe- 
cialties. 


Dr. Somlo, 75 percent; 
Dr. Lehmann, 13 per- 
cent (apparently same 
ownership continued 
after sale of other com- 
panies). 

496 of its.500 shares owned 
prior to May 2, 1956, by 
Drs. Somlo Rosen- 
kranz, and Lehmann. 





PURCHASE BY OGDEN CORP. IN MAY 1956 

























Pype of operation 


converts Bar- 
basco root into various 
hormone intermediates 
and ships said predict to 
“uerto Rico tor rther 
processing by Svntex 
companies there 

Has plant in area where 
large concentration of 
Barbaseo root grows. 
Does preliminary proc- 
essing for shipment to 
Syntex plant to Mexico 
City. 

Processes the hormone 
intermediates shipped to 
it by Syntex, S. A. and 
sells resulting product to 
United States pharma- 
ceutical manufacturers 
either directly or through 
Chemical Specialties, 
Ine., a United States 
corporation. 

Currently inactive. Did 
serve as manufacturer, 
processing and selling 
finished pharmaceuticals 
in Puerto Rico and 
United States. 

Acts as United States sales 
organization for Syntex 
companies. 


Buys and 


| Now believed to be inac- 


tive. In 1958 and 1954 
was engaged in the pro- 
motion and sale of hor- 
mones for use in animal 
feeding industry. 

Sells finished pharmaceu- 
tical products in Mexico 
and other Latin Ameri- 
can companies. 


Operation not now known. 


As a part of and in preparation for the sale to Ogden Corp., Drs. Somlo, Rosen- 
kranz, and Lehmann, on May 2, 1956, transferred to Caribbean Chemicals, S. A., 
a Panamanian corporation, 27,617 shares of Syntex stock and 496 shares of 


Pronat stock. 


By a contract dated May 2, 1956, Ogden Corp., a Delaware corporation with 
offices at 40 Wall Street, New York, N. Y., purchased Syntex, S. A., Pronat, S. A., 
Caribbean Chemicals, S. A., American Steroids, Inc., Pharmaceutical Products 
Co., Inc., Chemical Specialties Co., Inc., and Foundation Laboratories, Inc. 
Ogden Corp. owns these companies at this time. 


Mr. Horuasaven. I would like to call your particular attention to 
the fact, Mr. Chairman, that Chemical Specialties Co., which name 
appears at the top of page 2, is a New Jersey corporation with offices 
at 10 East 40th Street in New York City. And that Foundation 
Laboratories, Inc., is a New York corporation with offices at the same 


address in New York City. 
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I should also like to call the chairman’s attention to the fact that 
there are two Puerto Rican corporations: American Steroids, Inc., and 
Pharmaceutical Products, Inc. 

On the right side of the page is an indication of the type of opera- 
tion which the companies engage in. 

Senator O’Manoney. Let me ask you to identify American Ster- 
oids. The corporation was created by what States? 

Mr. Hotxasaven. It is a Puerto Rican corporation, and its business 
is processing hormone intermediates shipped to it by Syntex, S. A. 

Senator O’Manonery. Is it affiliated in any way ? 

Mr. Hoiiasauen. Yes, sir. The ownership column, sir. I have it 
listed as an ownership prior to May 1956, because at the end of the 
statement I have the reference to the purchase by the Ogden Corp. 
of these companies. 

Senator O’Manoney. Held ownership prior to May of 1956? 

Mr. Hotiasaven. Yes. 

Senator O’Manonry. That consists of Dr. Emeric Somlo, 70 per- 
cent; Dr. Frederick Lehmann, 13 percent; Dr. Jorge Rosenkranz, 12 
percent; all 3 of them being Mexican nationals? 

Mr. Hortianauen. Yes. 

Senator O’Manoney. They are the same three persons who are set 
forth on this tabulation as being the owners prior to May 1956, of 
Syntex,S.A. Am I correct in that ? 

Mr. Hotxianaven. That is correct, sir. 

And if you will note the column underneath, the ownership is the 
same for American Steroids and Pharmaceutical Products. Chemical 
Specialists is owned by Dr. Somlo and Dr. Lehmann, 2 of the 3 owners 
mentioned as being the owners of Syntex, S. A. 

Senator O’Manonry. What this table purports to show then is 
that all of the corporations named on this list, being seven in number, 
are owned by the same persons who are the owners of Syntex S. A.? 

Mr. HotianavuGyH. That is correct. 

Senator O’Manoney. With some variation, with respect to the New 
Jersey and the New York companies, and the Laboratorias Hormona 
and Pronat of of Mexico? 

Mr. Hotxiazaven. That is correct. Then I draw your attention to 
the bottom of that page, where the purchase 

Senator O’Manoney. To the statement ? 

Mr. Hotianavcn. To the statement of the purchase by Ogden Corp. 
in May of 1956. The purchase of Syntex, S. A., Pronat,'S. A.; Carib- 
bean Chemicals, S. A., American Steroids, Inc., Pharmaceutical Prod- 
ucts Co., Inc., Chemical Specialists Co., Inc., and Foundation Labora- 
tories, Inc. 

Senator O’Manoney. It would appear that the Ogden Corp. owns 
these corporations by contract dated May 2, 1956. Is that right? 

Mr. HotianauenH. Contract of purchase of that date. 

Senator O’Manoney. And the Ogden Corp. is a Delaware corpora- 
tion ? 

Mr. Hotiasaven. That is right. 

Senator O’Manoney. With offices at 40 Wall Street, New York? 

Mr. Hottapaven. Yes. 

Senator O’Manoney. Do you know anything about the capitaliza- 
tion of these companies? 

It does not matter. 
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Mr. Hotiapaugn. We did not undertake in this statement to cover 
that. phase, Mr. Chairman. Mr. Holtzmann here, who is counsel for 
the Ogden Corp., could state, I suppose. 

Senator O’Manonry. Mr. Holtzmann, if you desire to put anything 
in the record, please do it directly and not through the counsel. 

Mr. Hotrzmann, I didn’t want—— 

Senator O’Manonery, I will call you at any time you wish to be 
heard, but I do not want you whispering to the counsel, 

Just a minute. You will give it openly if you give it at all. 

Mr. Hourzmann. I think I could answer this question if I could 
be of aid and assistance to you in replying to the specific inquiry that 
you directed. 

Senator O’Manoney. You will be called, Mr. Holtzmann, in due 
course. 

Mr. Horrzmann. All right. 

Mr. Hotiapaucu. Then, sir, I would like to offer in evidence a con- 
tract of agreement between the Schering Corporation of New Jersey, 
and the Attorney General of the United States, dated January 1, 1952, 
whereby Schering agreed to transfer title to certain of its patents 
including important hormone patents to the Attorney General. 

Senator O’Manoney. That may be received. 

(The document is as follows :) 


AGREEMENT 


AGREEMENT made as of the 1st day of January 1952, by and between ScHERING 
CORPORATION, a New Jersey corporation, with its principal office at No. 2 Broad 
Street, Bloomfield, New Jersey (hereinafter referred to as “ScHERTNG’’) and 
the ATTORNEY GENERAL OF THE UNITED STATES (hereinafter referred to as the 
“ATTORNEY GENERAL”) acting pursuant to the Trading with the Enemy Act, as 
amended, Executive Order 9193, as amended, Executive Order 9788, and pursuant 
to law. 

WHEREAS, by virtue of Vesting Order No. 4, executed April 18, 1942 (7 Fed. 
Reg. 2922, April 21, 1942), Vesting Order No. 139, executed September 2, 1942 (7 
Fed. Reg. 7545, September 24, 1942), and Vesting Order No. 3328, executed March 
16, 1944 (9 Fed. Reg. 3401, March 29, 1944), and Executive Order 9788, there is 
vested in the ATTORNEY GENERAL all the authorized and outstanding shares of the 
capital stock of SCHERING and he now holds exclusive title thereto; 

WHEREAS, by virtue of Vesting Order 9704, executed August 25, 1947 (12 Fed. 
Reg. 6224, September 16, 1947), there is vested in the ATTORNEY GENERAL all 
interests and rights (including all royalties and other moneys payable or held 
with respect to such interests and rights and all damages for breach of the 
agreements, and each of them, hereinafter described, together with the right to 
sue therefor) created in Schering, A. G. of Berlin, Germany by virtue of— 

(a) An agreement (including all supplements thereto and modifications 
thereof, if any) by and between Schering, A. G. and Schering Corporation 
executed by Schering, A, G., on February 7, 1938, and by Schering Corporation 
on March 1, 1938, which agreement is referred to as “Royalty Agreement” ; 

(b) An agreement (including all supplements thereto and modifications 
thereof, if any) by and between Schering, A. G. and Schering Corporation 
executed by Schering Corporation on June 1, 1938, and by Schering, A. G. on 
August 16, 1938, which agreement is referred to as “Alkalihormonate Agree- 
ment”; 

(c) An agreement effective January 1, 1938 (including all supplements 
thereto and modifications thereof, if any), by and between Schering, A. G. 
and Schering Corporation, which. agreement is referred to as “Bassorit 
Agreement” ; 

(d) An agreement effective January 1, 1938 (including all supplements 
thereto and modifications thereof, if any), by and between Schering, A. G. 
and Schering Corporation, which agreement is referred to as “Bassorit Fee 
Agreement” ; and 
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(e) An agreement documented by letters dated October 21, 1938, and 
November 21, 1938 (including all supplements thereto and modifications 
thereof, if any), by and between Schering, A. G. and Schering Corporation, 
which agreement is referred to as “Raw Materials Agreement” ; 

Wuereas, the aforesaid Royalty Agreement in terms provides for the payment 
of royalties by ScHEerine to Schering, A. G., and contains, with respect to the 
Patents and Patent Applications to which it relates, various restrictions on the 
rights of ScHERING and various reservations of rights in Schering, A. G.; 

WHEREAS, a judgment was entered on December 17, 1941, in Civil Action No. 
1919, in the District Court of the United States for the District of New Jersey, 
which, among other things, declared the aforesaid agreements, and each of 
them, to be unlawful, and enjoined and restrained ScHErine from carrying out or 
enforcing any of them, or making any royalty payments, or any other payments 
pursuant to them, without express order from the Court; 

WHEREAS, by virtue of Vesting Order No. 68, executed July 30, 1942 (7 Fed. 
Reg. 6181, August 11, 1942), and Executive Order 9788, there is vested in the 
ATTORNEY GENERAL, Patent Application Serial No. 371,412 (filed December 23, 
1940) on which United States Letters Patent No. 2,456,258, listed in Schedule 1 
of Exhibit A attached hereto and made a part hereof, issued to the ATTORNEY 
GENERAL; and ScHERING duly filed a claim on Form APC-1, dated August 24, 
1942, and refiled on Form APC-1la, dated March 14, 1947, which claim has been 
designated by the Office of Alien Property, Department of Justice, as Claim Num- 
ber 15, for return to SCHERING of said Patent Application Serial No. 371,412 (now 
Patent No. 2,456,258) vested in the ATTORNEY GENERAL as aforesaid; 

WHEREAS, by virtue of Vesting Order 18,685, executed January 5, 1952 (17 
Fed. Reg. —, January —, 1952) there is vested in the ArrorNEY GENERAL, among 
other things, all right, title and interest and claim of whatsoever kind or nature 
of Schering A. G., Germany, and also of all other persons (including individuals, 
partnerships, associations, corporations, or other business organizations) who, 
on or since December 11, 1941, and prior to January 1, 1947, were residents of 
Germany, or which, were organized under the laws of, and had their practical 
places of business in, Germany, and prior to January 1, 1947, were nationals of 
a designated enemy country (Germany), in, to and under the Patents and the 
Patent Application listed, respectively, in Schedule 2 and Schedule 3 of said 
Exhibit A, including all accrued royalties and all damages and profits recoverable 
at law or in equity from any person, firm, corporation, or government for past 
infringement thereof ; 

WHEREAS, title to the Patents and the Patent Application listed, respectively, 
in said schedule 2 and Schedule 3 of Exhibit A (said Patents being all of the pres- 
ently unexpired Patents which SCHERING owned or claimed as of the effective 
date of the aforesaid Vesting Order No. 4) is recorded in the United States Patent 
Office in the name of ScHERING: and licenses in respect of or covering one or more 
of the Patents listed in said Schedule 2 have been heretofore granted by ScHER- 
ING to third parties, a list of which licenses now subsisting is, for purposes of 
identification, attached hereto and marked Exhibit C; 

WHEREAS, SCHERING Claims, asserts, and maintains that it is the owner of all 
right, title and interest in and to the Patents and the Patent Applications listed 
in Exhibit B, attached hereto and made a part hereof (said Patents and Patent 
Applications being all of the unexpired Patents and pending Patent Applica- 
tions acquired or developed by or for SCHERING subsequent to the effective date 
of Vesting Order No. 4, and owned by ScueErtne as of the date of this Agree- 
ment), and that no other person, firm, or corporation has any right or interest 
therein, legal or equitable; 

WHEREAS, in the execution of the functions vested in or delegated to him under 
the Trading with the Enemy Act, as amended, and as sole stockholder of ScHER- 
ING, the ATTORNEY GENERAL has determined it to be in the interest of and for 
the benefit of the United States that (1) the Patents and Patent Application 
listed in said Exhibit A be transferred to, or retained by, the ATTORNEY GENERAL 
to be administered in accordance with policies or procedures generally applicable 
to other patents held by him pursuant to the Trading with the Enemy Act, and 
(2) the Patents listed in Schedule 1 of said Exhibit B and any Patents hereafter 
issued on the Patent Applications listed in Schedule 2 of said Exhibit B be made 
available by ScHerine for licensing to qualified applicants on a nondiscriminatory, 
nonexclusive, reasonable-royalty basis ; 

WueEREAS, in order to effectuate the aforesaid determination and to assure 
adherence to the licensing policy aforesaid, the ATTORNEY GENERAL, in his capacity 
as such and as sole stockholder of ScHERING, has determined that the Patents 
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and Patent Application listed in said Exhibit A shall be assigned, transferred, 
and set over unto the ATTORNEY GENERAL by SCHERING, and that SCHERING shall 
undertake to grant licenses in respect of the Patents listed in said Schedule 1 of 
Exhibit B, and any Patents hereafter issued on the Patent Applications listed 
in said Schedule 2 of Exhibit B; 

WHEREAS, the ATTORNEY GENERAL has requested Scuertne to enter into this 
Agreement for the purpose aforesaid and in respect thereof has issued a direc- 
tive to SCHERING and its Board of Directors; 

WHEREAS, the Board of Directors of ScHErtne has authorized the execution of 
this Agreement on its part relying upon, and in compliance with, the directive 
aforesaid and for the purpose of enabling the ATroRNEY GENERAL to carry out the 
licensing policy determination aforesaid ; 

NOW, THEREFORE, in consideration of the mutual covenants and representations 
herein contained, ScHERING and the ATTORNEY GENERAL agrees as follows: 


ARTICLE I, CANCELLATION OF AGREEMENTS 


The aforesaid Royalty Agreement, Alkalihormonate Agreement, Bassorit Agree- 
ment, Bassorit Fee Agreement, and Raw Materials Agreement, including all sup- 
plements thereto and modifications thereof, if any, are hereby cancelled and 
terminated, and ScHERING and the ATTORNEY GENERAL mutually release and dis- 
charge each other from any and all past, present, and future liability and obli- 
gation of whatsoever nature and kind and howsoever arising which might exist 
or be asserted under any or all said agreements. 


ARTICLE II. RELEASE BY SCHERING OF PATENT AND LICENSE ROYALTY RIGHTS ; WAIVER 
OF CLAIM ; RESERVATION OF CERTAIN ROYALTY RIGHTS 


A. SCHERING does hereby, without warranty of any kind, remise, release, quit- 
claim, assign and transfer unto the ATTORNEY GENERAL, his successors and assigns 
forever, all right, title and interest in and to the Patents and Patent Applica- 
tion listed in said Exhibit A, together with all rights and interest of SCHERING 
in and to said Patents and Patent Application, confirming, and agreeing to 
execute any additional documents and instruments necessary to confirm, in said 
ATTORNEY GENERAL, all such right, title and interest. 

B. ScHERING does hereby assign and transfer unto the ATTORNEY GENERAL 
any and all rights in and to any and all royalties or other moneys which, after 
the effective date of this Agreement, shall accrue under any and all licenses here- 
tofore granted by ScHERING in respect of any of the Patents listed in said Ex- 
hibit A, together with the right to collect, receive, and demand an accounting 
for, such royalties and SCHERING will execute any additional documents and in- 
struments necessary or desirable to confirm in the ATTORNEY GENERAL the right 
to said royalties or other moneys, and will cooperate with the ATTORNEY GENERAL 
to facilitate the collection of said royalties or other moneys due from any licensee 
under any such license; proyided, however, that the provisions of this paragraph 
B shall not be applicable to the agreement listed in Schedule 2 of said Exhibit C. 

C. SCHERING does hereby waive, release and relinquish forever any and all 
rights of any nature whatsoever which it may have under the Trading with 
the Enemy Act, as amended, or any other law, to assert a claim or to institute 
an action or otherwise to proceed, for the return of any interest in any or all 
of the Patents and the Patent Application listed in said Exhibit A; and without 
limitation on the foregoing ScHERING does hereby expressly withdraw with 
prejudice, the aforesaid Claim Number 15 filed with the Office of Alien Property. 

D. Notwithstanding the foregoing, but subject to Article V hereof, SCHERING 
does hereby reserve and retain, and the ATTORNEY GENERAL agrees that it shall 
have and enjoy— 

(1) all rights in and to any and all licenses heretofore granted by 
ScHERING in respect of any of the Patents listed in said Exhibit A together 
with any and all rights in and to the royalties accrued thereunder as of 
the effective date of this Agreement, the right to royalties accruing after 
the effective date of this Agreement having been hereinabove assigned and 
transferred to the ATTORNEY GENERAL ; 

(2) any and all moneys heretofore paid to and received by SCHERING as 
and for royalties under such licenses ; 

(3) all claims, demands, and causes of action for royalties due or ac- 
crued under such licenses as of the effective date of this Agreement ; 

(4) all rights in and to the agreement listed in said Schedule 2 of Ex- 
hibit C, but said reservation, however, shall not be deemed to affect the as- 
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signment and transfer to the ATTORNEY GENERAL, as aforesaid, of any of the 
Patents listed in said Exhibit A ; and 

(5) any and all moneys heretofore paid to and received by ScHERING, and 
all claims, demands, and causes of action, for damages and profits or ac- 
crued royalties recoverable at law or in equity from any person, firm, or cor- 
poration for or on account of past infringement of any of the Patents listed 
in said Schedule 2 of Exhibit A. 


ARTICLE Il. RELEASE BY ATTORNEY GENERAL OF PATENT RIGHTS ; TRANSFER OF CLAIMS 


A. The ATToRNEY GENERAL does hereby, without warranty of any kind, remise, 
release, and quit-claim unto ScHERING, its successors and assigns forever, all 
right, title and interest in and to the Patents and Patent Applications listed in 
said Exhibit B, together with all rights and interests of the ATTORNEY GENERAL 
in and to said Patents and Patent Applications. 

B. The ATTORNEY GENERAL agrees to, and does hereby, without warranty of 
any kind, grant, assign, transfer, and convey to SCHERING all right, title, and 
interest acquired by him under said Vesting Order 18,685, in and to any claims, 
demands, and causes of action, as of the effective date of this Agreement, for 
royalties accrued or for damages and profits recoverable at law or in equity from 
any person, firm, or corporation for or on account of past infringement of any of 
the Patents listed in said Schedule 2 of Exhibit A. 


ARTICLE IV. LICENSE 


The ATTORNEY GENERAL agrees to, and does hereby, grant to SCHERING, a non- 
exclusive, irrevocable, nonassignable license, free of royalty, to make use, and 
sell the inventions and each of them described and claimed in the Patents or 
the Patent Application, and each of them, listed in said Exhibit A. 


ARTICLE V. CANCELLATION OF EXISTING LICENSES, ETC, 


A. SCHERING agrees that, with respect to any license heretofore and prior to 
January 1, 1949, executed and granted by it, covering or pertaining to one or 
more of the Patents listed in said Exhibit A, it shall permit the licensee there- 
under to surrender the said license without penalty at any time the licensee 
shall desire so to do, without prejudice, however, to SCHERING’s or the ATTORNEY 
GENERAL’s rights for all royalties accrued prior to the date of surrender; pro- 
vided, however, that such surrender shall be without prejudice to any patent 
license rights which SCHERING (as licensee) may have acquired and which sub- 
sist under any agreement with said licensee; it being understood that, in the 
event any such right of SCHERING (as licensee) is adversely affected or prejudiced 
thereby, any such attempted surrender shall be of no force and effect. 

B. SCHERING agrees that it will withdraw, revoke, and discontinue the patent 
policy and procedure set forth and described in the so-called “bulk letters” issued 
by it, a list of which is, for the purpose of identification, attached hereto and 
marked Exhibit D. 

C. SCHERING agrees to notify the ATTORNEY GENERAL in writing, promptly 
upon the termination, canceliation, or surrender of any license agreement listed 


in Schedule 1 of said Exhibit C or the revocation of any “bulk letter” listed in 
said Exhibit D. 


ARTICLE VI. LICENSING REQUIREMENTS ; ARBITRATION IN CERTAIN CASES 


A. SCHERING agrees to grant to any applicant, upon written request therefor, a 
nonexclusive license, for manufacture in the United States, to make, use, and sell 
under any, some, or all Patents which are listed in said Schedule 1 of Exhibit B, 
or are hereafter issued on any Patent Application listed in said Schedule 2 of 
Exhibit B; such license to be granted without any restriction whatever except 
that— 


(1) a reasonable and nondiscriminatory royalty may be charged and 
collected ; 

(2) provision may be made for requiring the licensee to keep books and 
records in such form and in such detail as to enable the royalties payable to 
ScHERING to be determined, and for the periodic inspection of such books 


and records by an independent auditor who shall report to ScHERING only 
the amount of money due and owing; 
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(3) reasonable provision may be made for cancellation upon failure of 
the licensee to pay royalties or keep books and records or permit such in- 
spection of its books and records; 

(4) the license may be made nontransferable and nonassignable by the 
licensee. 

B. (1) Any license granted by SCHERING pursuant to this Article VI shall 
provide for the licensee’s right to surrender such license upon 30 days’ written 
notice to SCHERING. 

(2) ScHERING shall not assign or otherwise dispose of any Patents or Patent 
Applications listed in said Exhibit B except subject to the same licensing obliga- 
tions as are provided for in this Agreement. 

C. (1). Within 30 days after receipt of written application for a license 
ScHERING shall advise the applicant of the royalty which ScHERING deems rea- 
sonable for the Patents to which the application pertains. 

(2) If the applicant and SCHERING, have been unable to agree, within 60 days 
from the date such application is received by ScHERING, upon what constitutes a 
reasonable royalty, the applicant may forthwith give written notice to ScHERING 
that it elects to submit to arbitration, in accordance with the rules then obtain- 
ing of the American Arbitration Association, the determination of a reasonable 
royalty for the requested license, the arbitration tribunal to consist of three ar- 
bitrators, all of whom shall be citizens and residents of the United States, se- 
lected from the panels of arbitrators of the American Arbitration Association, in 
accordance with the rules of said Association. 

D. Pending the determination of a reasonable royalty by negotiation or arbi- 
tration, the applicant may give SCHERING written notice that the applicant will 
accept an interim license, effective upon receipt of such notice by ScHERING, on 
the terms, including the royalty terms, theretofore proposed by ScHERING, where- 
upon such interim license shall become effective; provided, however, that when 
the reasonable royalty is finally determined by agreement or by arbitration the 
royalty so determined shall be retroactive to the effective date of the interim 
license. If ScHERING shall have failed to advise the applicant of the royalty 
which it deems reasonable, as provided in paragraph C of this Article VI, said 
interim license shall be deemed to be royalty-free. 

E. Upon receipt from the applicant of the notice described in subparagraph C 
(2) of this Article VI, ScHEertne will promptly— 

(1) give written notice to the applicant that ScHERING agrees to submit 
to arbitration, by the American Arbitration Association in accordance with 
its rules then obtaining, the determination of a reasonable royalty ; and 

(2) give written notice to the ATTORNEY GENERAL of the receipt of the 
aforesaid notice from the applicant, enclosing therewith a copy of the notice 
required to be given by SCHERING to the applicant in accordance with sub- 
paragraph E (1) of this Article VI. 

SCHERING agrees, and may require the applicant to agree— 

(1) that the arbitration proceeding shall be conducted at Bloomfield, New 
Jersey, unless the parties to the arbitration mutually agree on some other 
place; 

(2) that it will do all things reasonably necessary to enable the arbitra- 
tion to proceed in an effective manner to a hearing and decision; 

(3) that the arbitration be conducted according to the rules then obtain- 
ing of the American Arbitration Association ; 

(4) that the jurisdiction of the arbitration tribunal shall be limited to a 
determination of a reasonable royalty rate to be paid by the licensee: 

(5) that it will be conclusively bound by and will abide by and perform 
the determination or award of the arbitration tribunal or a majority there- 
of, as to what constitutes a reasonable royalty for the Patents to which the 
application pertains, provided that the determination or award of the arbi- 
tration tribunal shall be binding upon the parties only if it is in writing and 
signed by two or more members of the tribunal; 

(6). that judgment upon the award rendered may be entered in any Court 
jurisdiction thereof ; 

(7) that the reasonable royalty finally determined by the arbitration tri- 
bunal shall be retroactive to the effective date of the interim license, if any, 
referred to in paragraph D of this Article VI. 

G. Whenever a reasonable royalty has been determined by arbitration in ac- 
cordance with the procedure described in this Article VI with respect to any 
Patent or Patents, the same royalty shall be offered thereafter (but not retro- 
actively) by ScHERINE to all other licensees of the same Patent or Patents under 
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licenses in effect at the date of such determination and under licenses thereafter 
granted by SCHERING. 


ARTICLE VII. DEFINITIONS 


A. As used in this Agreement, the words “Patent” or “Patents” denote United 
States Letters Patent, including all renewals, reissues, or extensions thereof. 

B. As used in this Agreement, the terms “Patent Application” or “Patent 
Applications” denote applications for United States Letters Patent (including 
all divisions, continuations, or amendments thereof) and any United States 
Letters Patent issued on such applications. 

C. As used in Article VI of this Agreement, the word “applicant” includes any 
citizen of, and any corporation, partnership, association, or business organiza- 
tion of any kind or nature which now or hereafter is organized under the laws 
of, the United States, its several states, territories, or possessions, or any coun- 
try which is signatory to the London Patent Accord of July 27, 1946, as amended ; 
provided, that the word “applicant” shall not be deemed to include any appli- 
cant for a license if, subsequent to the date of this Agreement, such applicant 
obtained from ScHERING a license under the same Patent or Patents and such 
license was cancelled by ScHERING in accordance with its terms. 


ARTICLE VIII. LISTING AND RECORDING IN UNITED STATES PATENT OFFICE 


A. SCHERING agrees to list on the Register of Patents Available for Licensing 
and Sale in the United States Patent Office (1) within 75 days after the effective 
date of this Agreement, all of the Patents listed in said Schedule 1 of Exhibit B, 
and (2) within 30 days after the issuance thereof, all Patents issued on any 
Patent Application listed in said Schedule 2 of Exhibit B. 

B. Any and all licenses granted by ScHERING in accordance with the terms of 
Article VI of this Agreement shall, within 30 days after the reasonable royalty 
therefor has been fixed by negotiation or arbitration, be deposited by ScHERING 
for recording in the United States Patent Office. 


ARTICLE IX. COPIES OF LICENSES TO BE SUPPLIED TO THE ATTORNEY GENERAL 


On or before the thirtieth day of January and July of each year, ScHERING 
shall forward to the ATTORNEY GENERAL one copy of each license granted by » 
ScHERING, during the next preceding semiannual period ended on the 31st day 
of December or the 30th day of June, with respect to any Patent listed in said 
Schedule 1 of Exhibit B or any Patent issued on any Patent Application listed 
in said Schedule 2 of Exhibit B. 


ARTICLE X. PARTIES AND SUCCESSORS 


This Agreement shall be binding upon and shall inure to the benefit of the 
parties hereto and their respective successors in interest and in office. 


ARTICLE XI. CONSENT OF SOLE STOCKHOLDER 


The ATTORNEY GENERAL, as sole stockholder of ScHERING CorRPoRATION, hereby 
consents to the execution of this Agreement by the corporation and waives and 
releases, on behalf of himself and his successors as such stockholder, and all 
future stockholders of the corporation claiming under him, all claims against 
any officer or director of ScHERtINe participating in the execution, authorization, 
approval, or performance of this Agreement insofar as such claims arise out of 
such execution, authorization, approval, or performance. 


ARTICLE XII. VALIDITY OF LICENSE AGREEMENTS 


A. Except as provided in this Agreement, nothing herein contained shall 
restrict ScHERING’s right to operate under its own Patent rights nor the right to 
issue licenses thereunder to any person for any lawful purpose. 

B. Nothing in this Agreement shall constitute an admission or warranty, on 
the part of either party hereto, of the validity or enforceability of any license 
or agreement listed in said Exhibit C. 











WONDER DRUGS 3d 
ARTICLE XIII. EFFECTIVE DATE AND DURATION OF AGREEMENT 


A. This agreement shall become effective upon the execution thereof as of the 
day and year first above written. 

B. Unless terminated by the mutual consent of the parties hereto, this Agree- 
ment shall continue in effect until all the Patents and Patent Applications, as 
defined in Article VII, listed in Exhibit B have expired or have been abandoned 
or denied, as the case may be. 

IN WITNESS WHEREOF, SCHERING CoRPORATION, by its duly authorized officers, 
and the Director, Office of Alien Property, acting for and on behalf of the 
ATTORNEY GENERAL by authority duly delegated, have hereunto set their hands 
and seals and executed this Agreement 

SCHERING CORPORATION, 
By /s/ Francis C. Brown, 
President. 
Attest: 
[CORPORATE SEAL] /s/ Francis X. EGAN, 
Assistant Secretary 
(For the Attorney General). 
[OFFICIAL SEAL] /s/ Harotp I. BayntTon, 
Assistant Attorney General, 


Director, Office of Alien Property. 
STATE OF NEw JERSEY, 


County of Essez, 8s: 


On the 17th day of January 1952 before me the subscriber, a Notary Public 
of the State of New Jersey, personally appeared Francis C. Brown, who, I am 
Satisfied, is the President of Schering Corporation, the corporation described in 
and which executed the foregoing instrument; and I having first made known to 
said Francis C. Brown the contents thereof, he acknowledged that he signed, 
sealed, and delivered the same as the free and voluntary act and deed of said 
corporation by virtue of authority from its Board of Directors. 


{s] Ina J. STANSBURY, 
Notary Public. 
DISTRICT OF COLUMBIA, 
City of Washington, 8s: 

I, Josephine A. Sterling, a Notary Public in and for the District of Columbia, 
in the United States of America, do hereby certify that on the date hereof, 
Harotp I. Baynton, Director, Office of Alien Property, Department of Justice, 
personally known to me to be the same person who executed the foregoing Agree- 
ment on behalf of the Attorney General of the United States of America, per- 
Sonaliy appeared before me and acknowledged that, pursuant to authority dele- 
gated to him by the said Attorney General, Rules of the Department of Justice 
(16 F. R. 6895, July 18, 1951), and by Paragraph 4 of the Notice of the Department 
of Justice, Office of Alien Property, Statement of Organization and Delegations 
of Final Authority (16 F. R. 7879, August 10, 1951), and as such Director, Office 
of Alien Property, Department of Justice, he executed the foregoing Agreement 
as the free and voluntary act of the said Attorney General. 

WITNESS my hand and seal this 18th day of January 1952. 


{s] JosEpHINne A. STERLING, 


Notary Public. 
My commission expires June 30, 1952. 


Echibit A, schedule 1 
Patent No. 2,456,258. Date of issue, December 14, 1948. 





WONDER DRUGS 





Evhibit A, schedule 2 












































Patent No. Date of issue |! Patent No. Date of issue || Patent No. Date of issue 
eee ent li thdichcteamehcie ea il atc cl alta eritinpnieentnne ataiabioaen 
1,995,402......___- Mar. 26,1935 || 2,184,775. ...----- Deo. 26, 1939 1 2,305,602. ...__.- Dee. 22, 1942 
1,996,558_.._.____- Apr. 2,1935 || 2,186,694_......-.. Jan. 9,1940 ||. 2,308,287__._.___. Jan. 12,1943 
1,999,061_.........] Apr. 23,1935 || 2,186,906_.....-.- Jan. 9, 1940 || 2,311,050... _----- Feb. 16, 1943 
2000 217.. ........- May .. 7,1935 || 2,186,976......--.- Jan. 16,1940 || 2,311,083.......--- Feb. 16, 1943 
1° Siac May 14,1935 || 2,188,881_____---- Jan. 30,1940 |} 2,311,638. ..-----. Feb. 23, 1943 
eR 258 oo ck June 11,1935 |} 2,189,130_...------ Feh.. 6,1940 || 2,312,344._...._--. Mar. 2,1943 
2,006,003_........- June 25,1935 |} 2,190,444.......-- Feb. 13, 1949 | DT « chcoo sxe Mar. 9, 1943 
Sa o00... ........ Aug. 27,1935 || 2,192,935._....-.-- Mar. 12, 1940 ao Mar. 16. 1943 
SIIEO0....< 65 0c Sept. 24,1935 || 2,197,795. ...-.-.-- Apr. 23,1940 |} 2,315,525_._...--_- Apr. 6, 1943 
2,018,052_...-...-- Oct. 29,1935 || 2,198,642. ._...___- Apr. 30,1940 || 2,316,190. ...._-- Apr. 13, 1943 
Dae... 2c Dec. 3,1935 || 2,200,307._...-.--- May 14, 1940 || 2,316,825 ___-- _...| Apr. 20, 1943 
2,002,000_.....-... Mar. 3, 1936 2,200, ainsi May 14, 1940 || 2,318,609....-...-- May 11, 1943 
SOME 2 2. = 20 Mar. 10, 1936 |} 2,201,121_......-- Do. }| 2,320,847_...---- June 1,1943 
aAee ees .......<.. Apr. 7,1936 || 2,202,029..........| May 28,1940 | 2'321 690 _- ....-| June 15, 1943 
2,036,000... ........ Apr. 28,1936 || 2,202,048. ....._-- May 28, 1940 || 2,322,297 ____ ...--| June 22, 1943 
ea May 5.1936 || 2,205,886......___- | June 25,1940 || 2,322,475..__._.-- June 22, 1943 
2,046,656.......-.- | July 7, 1936 |) 2,209,299. -2 July 23,1940 || 2;322'809..--___- June 29, 1943 
a | July 14,1936 || 2,212,104. ..._..-- | Aug. 20,1940 |) 2,323,584... ____- July 6, 1943 
I ein e<csnes< July 21,1936 || 2,219,544.......__. Oct. 29,1940 || 2,323,651_._.--_-- | July 6, 1943 
225en........- July 28,1936 || 2,220,086._._...._- Nov. 5, 1940 || 2,323,911..._....- Jaly 13, 1943 
ROM PA 8252. Aug. 18,1936 || 2/220,331......... Nov. 5, 1940 || 2,324,522._._...._.| July 20, 1943 
SINGIN seas Sept. 15, 1936 || 2,220,623... ...-.- Do. 1! 2,326,653. ....-.-- Aug. 10, 1943 
SRT oncnnens Sept. 15, 1936 || 2,221,340. _......-. Nov. 12, 1940 || 2,326,756_......-- Aug. 17, 1943 
ee | Nov. 10,1936 |} 2,221,826........-. Nov. 19, 1940 || 2,327,375... _..--- Aug. 24,1943 
YT ae | Dec. 15,1936 || 2,223,393_...-.---- | Dec. 3,1940 |} 2,327,3876.....--.. Aug. 24, 1943 
2,064,297_.....--.-| Dec. 15,1986 || 2,224,858.....-___. Dec. 17, 1940 || 2,328,548..._.___. Sept. 7, 1943 
2,068,586_..-..---- Jan. 19,1937 || 2,225,419._____ _...| Dee. 17,1940 |) 2,330,215... ---_-- Sept. 28, 1943 
aaa an. 19,1937 2/225,662.........- Dec,.24,1940 )) 2,331,009... ....-. Oct. 5, 1948 
2,070, 008...........- Feb. 23,1937 || 2,226,111_...--.-.- Dec, 24,1949 || 2,331,334... ..----- Oct. 12,1943 
TE is cece ennn Feb. 23, 1937 2,900, 200. oon cnn Feb. 4, 1941 || 2,332,486....--...-| Oct. 19, 1943 
SEee.. 2202 28s Mar. 2,1937 |) 2,232,438. .......-- Feb, 18,1941 || 2.334,695-...-.--. Nov. 23,1943 
DOB. 5. -..... Mar. 9, 1937 || 2,232,734..._...--- Feb, 25,1941 || 2,337,823- -..------ Dee, 28, 1943 
3075868.........- ae. 6,1937 || 2,232,735....-.-- -| Feb. 25,1941 || 2,340,388... .-..-.- Feb. 1, 1944 
2 ¢ 2, 1, 1941 |} 2,340,584. _....___- Feb. 1, 1944 
¢ 2, 11041 |} 2,341,081_-= 2. "| Feb. 38,1944 
7 . 8, 1941 || 2,341,086..._____- Feb. 8, 1944 
. 22,1941 || 2,341,110...__.-- Do. 
. 22,1941 || 2,341,694..........| Feb. 15, 1944 
. 29,1941 ||} 2,343,162....-.---- Feb. 29. 1944 
3.1941 |! 2,344,965. ...---_- Mar, 28 1944 
10,1941 || 2,344,902... ....._- | Mar. 28, 1944 
24, 1941 || 2,345,384.._..___- | Mar. 28, 1944 
y 1,1941 || 2,345,385_._..--.--- Do. 
Ae Sees ). ae May 9,1944 
22,1941 || 2,351,936... ..-.-_- June 20, 1944 
- 12,1941 }} 2,353,808_._..--_- July 18,1944 
» 123, 1941 | SOTO. os... Ang, 1,1944 
«. mie 1 2eee.-..---- Sept. 26, 1944 
. 23,1941 || 2,361,524. __- _.-| Oct. 31,1944 
Rests osia . 30,1941 || 2,361,847_...--.-..} Oct. 31, 1944 
+ 7, 1041 |) 2,362,993. --_- Nov. 21, 1944 
¥ 2 1941 |! 2,363;338._..--_-- Nov. 21, 1944 
2 . 31,1939 9, 1941 || 2'364, eet _...| Dee. 12,1944 
2 . 14, 1939 » 91941 || 2,366,053. ...---.-- | Dec, 26, 1944 
2 . 21, 1939 » 23,1941 || 2,368,199. _._----- Jan, 30,1945 
2 . 11,1939 . 30, 1941 |] 2,368,204... ...--- Jan. 30, 1945 
2 . 11, 1939 . 13,1942 |] 2,370)154__-------- Feb. 27,1945 
2 . 25, 1939 + 20,1942 || 2,372,440. ...-.---. Mar, 27, 1945 
2,1 2, 1939 |) - 10,1942 || 2,379,832. _....--.- July 3) 1945 
2 30, 1939 || , Sh, 1082 7) Z,neaeae Aug. 14, 1945 
2,16 ay. 30,1939 || 2,280,828. ........- | Apr. 28,1942 || 2,384,550......---- Sept. 11, 1945 
SAGKASS. . 44-4 July 18,1939 || 2,280,858. ....--..- Apr. 28, 1942 || 2,392,058... .-.--- | Jan. 1, 1946 
SWINE. S2c oan Aug. 22,1939 || 2,283,913_......._. May 26, 1942 || 2,392,864. ___.____- Jan. 15, 1946 
2170,915.........-.- Sept. 26, 1939 || 2,284,566. .....---- May 26,1942 || 2,304,565_.__..-..- Feb, 12, 1946 
CN econ Oct. 3,1939 |} 2,204,433._......_- Sept. 1, 1942 || 2,409,043._..-.....| Oct. 8, 1946 
Siyeee. 22k. Oct. 10,1939 || 2,294,616._...__._- Sept. 1, 1942 || 2,411,495....----_- Nov. 19, 1946 
SITE. oc ason sce Oct. 31,1939 || 2,204,938. _......_- Sept. 8, 1942 || 2,418,603....._.--- Apr. 8, 1947 
i aoe Nov. 14, 1939 || 2,300,134_....-.-_- | Oct. 27,1942 || 2,422,904_......- .| June 24, 1947 
2,180,614. .__---- .| Nov. 21, 1939 H 290% 081_......5.. | Nov. 17,1942 || 2,437,564........-. Mar, 9, 1948 
2,182,825 ose ciobeseboaines Dee. 12, 1939 |} 2,302,636- ....----- | Nov. 17, 1942 || 2,441,560.......---| May 18, 1948 
OO | Dec. 19, 1939 || 2,803,337... ..-.--- | Dec. 1, 1942 || 2,476,655..........| July 19, 1948 
2,184,200... ....... Dec. 26, 1939 | 








\| 
| 





>atent application serial No. 425,746. 


Patent No. Date of issue 


-| Mer. 23, 1948 
| Apr. 13,1948 
July 13,1948 

-| Aug. 17, 1948 
| Nov. 16, 1948 


2,454,104. __ 
| July 12, 1949 


9,475,718. ___- ree 


| 2,516,153- .- 
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Exhibit B, schedule 1 


Patent No. Date of issue 


11,1951 
25, 1950 
22, 1950 
29, 1950 
14, 1950 

2, 1951 


2,567,245--- Sept. 
July 
Aug. 
Aug. 
Nov. 
Jan. 


2,519,408. _ - 
2,520,143. - - 
2,520,521... .--- 
2,536,079_----- 


Patent No. 


2,556,636... 
2,566,360 __ 
2,580,459 
2,580,475 


Date of filing, January 6, 1942, 


| Date of issue 


June 12,1951 

Sept. 4, 1951 

Jan. 1,1952 
Do. 


Evhibit B, schedule 2 


! 
| Date of filing 


Patent 
application 
Serial No. 


718,624. __._- 
744,517 -__--- 
754,278- 
778,168 _ - 
1,898 

36,826 

46,924 

48,766 


| Dec. 26, 1946 

| Apr. 28, 1947 

| June 12,1947 

| Oct. 6, 1947 

12, 1948 

2, 1948 

. 30,1948 | 

.---| Sept. 10, 1948 | 
50,251 - - -- ..| Sept. 20, 1948 
61,731 ben --| Nov. 23, 1948 
65,73Y .-| Dec. 16, 1948 
75,499 | Feb. 9, 1949 
96,135 May 28, 1949 
96,992 L June 3, 1949 
131,065_...........| Dec. 3,1949 | 
RGB OUR. 2s 00-5---a} Apr. 13, 1950 

158,930 Apr. 28,1950 | 


166 


181,32 
181,568 
187,844 
197,182 
197,484 
202,821 
202,822 


Patent 


application 
serial No. 


| 163,565 
166,768 


»ti2- 


174,358 
|} 176,922. -- 
177,572- 
177,976 
178,166 
180,506 
178,000 


26 


| Aug. 


Patent 
application 
serial No. 


Date of filing Date of filing 


Mar. 
Mar. 
Mar. 


May 22,1950 


June 7, 1950 
Do. 
17, 1950 
31, 1950 
3, 1950 
Aug. 5, 1950 
Aug. , 1950 
Aug. 19, 1970 
Aug. 11, 1950 
Aug. 24, 1950 
Aug. 25, 1950 
Sept. 30, 1950 
Nov. 22, 1950 | 
Nov. 24, 1950 
Dec. 26, 1950 
Do. 


216,461 
217,058 
if 
Bitton = 
226,941 - 
227, 531 - 
227 ® 532__ 
228,972 
237,079 
241,876 

42,438 
244,856 
249,386 _ - 
252,587....... 
253,964... .. c 


19, 1951 
22, 195 1 
23, 195 1 
Do. 

li, 1951 
21,1951 


July 
July May 


May : 


20, 1951 
16, 1951 
14, 1951 
17, 1951 

1, 1951 
2, 1951 
22, 1951 
30, 1951 
29, 1951 





Exhibit C, schedule 1 


Licensee 


Abbott Laboratortes_-____- 
Allied Laboratories, Inc_-_- 


American Cyanamid Co 


Ayerst, McKenna & eee, 
Do. oe 


Ltd 


Benet Drug Corp-_---- 

Bever Corp. (formerly Bever Products: 
Co., Inc.). 

Blue Line Chemical Co 

Boyle & Co. 

.W. Carnrick Co 


Chicago Pharmacal Co__- 
Ciba Pharmaceutical Products, Inc 


Do. 

Do. . 
Columbus Pharmacal Co 
Fond Pharmaceuticals, Inc - 
a Laboratories, Inc_-_--- 

0 
The 8. E. Massengill So... 
MeNeil Labor: atories, Inc 
The Wm. S. Merrell Co.. 
Meyer Chemical Co 
Organon, Ine. (formerly Roche-Organon, | 
Inc.). 
Do-.. 
es. <. 


| Sept. 1, 


Date of agreement 


| Jan. 14, 1952 


July 1, 1949 


|fSept. 16, 1940 

“| UNov. 25, 1940, 
| July 1, 1949 
1, 1950_- 


Jan. 


Nov. 14, 
July 1, 1950 


July 1, 
Jan. 1, 


1949 
1950 
1949 


Apr. 1, 1950_- 


July 1, 1938, 


1949 


Scope 


Sulfonamides. 

2,072,830, 2,033,487, 2,096,744. 
Sulfonamides. 
2,232,438, 2,313,732. 
2,033,487, 2,096,744, 

2,265,976. 
2,033,487, 2,232,438, 
2,251,939, 2,265,976. 


as supplemented \ 
2,251,939, 


2,313,732. 


2,232,438, 2,313,732. 
2,232,438, 2,313,732. 
2,232,438, 
2,265,976. 
2, 096, 744, 2,232,438, 2,313,732. 
Corpus luteum hormones. 


2, 2,096,744. 
2,313,732, 2,251,939, 


as supplemented 


and modified. 


..do 
do 


Aug. 1, 1939. 
July 1, 1949_- 


.do 


Nov. 1, 1950 

do a 
Jan. 1, 1950 
July 1, 1949_ 
Apr. 1, 
Jan. 1, 1950 
July 1, 1938, 


1950_ - 


Male hormones. 
Follicular hormones. 
| Cortin. 
2,232,438, 2,313,732. 
2,232,438, 2,313,732, 
2,033,487, 9,072,830. 
2,232,438, 2,313,732. 
2,096,744, 2,033,487. 
2,232,438, 2,313,732. 
2,232,438, 2,313,732, 
| 2,232,438, 2,313,732. 
2,232,438, 2,313,732. 
Follicular hormones. 


2,096,744, 


2,251,939, 


as supplemented 


and amended. | 


Corpus luteum hormone. 
Male hormones. 
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Licensee Date of agreement Scope 
OY 2 July 1, 1948, as supplemented _ | 2,232,438, 2,313,732. 
Pirson Drugs Corp. “(formerly Itali “nn | July 1, 1949 . - 2/096, 744, 2,033,487, 2,232,438, 
Drugs Importing Co., inc.). ie : 2,313,732. 
Robin Pharmacal Corp-........-.-.------| Feb. 13, 1951.........-..--....] 2,261,939. 
Wm, &. Rorer, 06......--.-............} daly 1, 10.....................| Bee, SLR, 250K, 
| 2,313,732. 
Sharp & Dohme, Inc..---..-------------|----- I cinisnncensctilie ious 22m, 438, + ,251,939, 2,265,976, 
| 313,73 
BRL cccishp eeie dic eeed Gy ionincs came ied USED En arterccine he baing --| 2,096,744, 2,033,487. 
Do ee ce enarme 2,175,220, 2,305,602, 2,441,560, 
Sheldon Laboratories, Inc_-.---------.-.| Nov. 18, 1949--------2-2-22- a 2'033,487. 
Sherman Laboratories - - eee | EN SS | ae or ; 2,251,939, 2,265,976, 
| | 2,813,732, 
Smith-Dorsey Co.......-----------------] July 1, 1949.........-...-------] 2,282,438, 2,251,939, 2,265,976, 
| 2,313,732. 
Carroll Dunham Smith Pharmacal Co- -|-.-..do........----------------- 2,072,830, 2,033,487, 2,096,744, 
2,232,438, 2,251,939, 2,265,976, 
2,313,732. 
od oe” eee eee eee eee 2,251,939, 2,265,976, 
Winthrop-Stearns, Inc........-.--.------| Apr. 1, 1950.........-..---....| 2,232,438, 2,313,732, 
WU, FRc nin nn nccnsene ene nncnnn] SUT By BMND. 202 n2e.s-2--2+50) ey ee 
ea Jan, 1, 1950............-.------| 2,083,487, 2,096,744, 2,251,939, 


2,265,976, 








Exhibit C, schedule 2 


Agreement dated January 30, 1951, between Research Corp., Ciba Pharmaceuti- 
eal Products, Inc., Merck & Co., Inc., Organon, Inc., and Schering Corp., relating 
to cortisone. 

Exhibit D 


Date Addressee Products 
re 
! 

Oct. 18,1949 | Biorganic Laboratories, Inc...........| Progesterone. 

tare = NREL SB Re: Estradiol, estradio] benzoate, ethinyl estradiol. 
July 8, 1949 | a Specialties Co., Inc_-..-..-.-- Progesterone. 
i MD tec, nh ceih cpaeeibnranenennnennsn Estradiol, estradio] benzoate, ethinyl estradiol. 
June 30, 1949 “ithe Glidden et oe ie Progesterone. 
Oct. _ 1949 an Hormones, Inc--------- Do. 

isaac: bea unitvegwetetndaedaceennenis Estradiol benzoate, ethinyl estradiol. 

a ry 1949 icon Fine Chemicals Co-.--...-.--- | Progesterone. 

BPD amin coe Dc ncnsdnanntactacmediene atid Estradiol, estradiol benzoate, ethinyl estradiol. 
Aug. 22, 1949 Dis WO Ri vcicesiceccnseeenes Progesterone. 

Be cu cadabicgt at EAE ES EX: Estradiol, estradiol benzoate, ethiny] estradiol. 
Apr. 7,1950 | Sharp & DN, MR co vacerseconcenen Progesterone. 

Sas aren oe We 2 aa a iancebannwemnin Estradiol, estradiol benzoate, ethinyl estradiol. 
July 98,1949 | Sterol Derivatives, Inc-...-......-.--- Progesterone. 

OD sci l ae TI scene ean aielathsbeenoas Estradiol, estradiol benzoate, ethinyl estradiol. 
Nov. 15, 1949 | The Treemond Co.........-....---.-- Progesterone. 

SP .dn took Oe rdandessienediuacnscnsuet Estradiol, estradiol benzoate, ethinyl estradiol. 


Mr. Hotianauen. Now, an examination of the files of the Office of 
Alien Property, Mr. Chairman, shows that prior to February 28, 
1952, Chemicals Specialties, which is a Syntex affiliated company, ap- 
lied to the Office of Alien Property for a license under certain of the 
irae patents then owned by the United States Government. 
Senator O’Maunonry. The Schering patents—please spell the 
name—— 
Mr. Horiapaven. S-c-h-e-r-i-n-g. 
Senator O’Manoney. Were originally issued by the United States 
Patent Office ? 
Mr. Hoitxasavuen. That is correct. 
Senator O’Manonry. By it to? 
Mr. Hotiasauen. To the Schering Corp. 
Senator O’Manoney. Of? 
Mr. HotiasaveH. Of Bloomfield, N. J. 
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Senator O’Manonry. How did they come to be the property of 
the Custodian ? 

Mr. Hotxiasaven. The exhibit just prior to this one, sir, was for 
the purpose of showing the contract between Schering and the At- 
torney General of the United States, whereby title to the patent was 
transferred to the Attorney General of the United States. 

Senator O’Manoney. From? 

Mr. Hotxiasauen. From the Schering Corp. 

Senator O’Manonry. Transferred to whom ? 

Mr. Hotianaven. To the Attorney General of the United States, 
Office of Alien Property. 

Senator O’Manoney. That is what I wanted to get in. 

Mr. Hotiapauen. Yes, sir. 

Senator O’Manonry. Transferred from the Office of Alien Prop- 
erty to? 

Mr. Hotianaven. The opposite, sir, from Schering Corp. to the 
Office of Alien Property. 

Senator O’Manoney. Yes. 

Mr. Hotxiazauen. I might explain, sir, that the Schering Corp. 
had been vested as an enemy owned company back in the beginning of 
the war, and this is a contract between the Schering Corp. and the 
Attorney General with respect to those properties including the pat- 
ents, and by this agreement certain patents specified in the agreement 
are transferred, the title is transferred, from the Schering Corp., to 
the Attorney General of the United States. 

Senator O’Manonry. Do these include the patents which were is- 
sued by the United States to the Schering Corp., an enemy owned 
corporation, to chemical operations with respect to the production 
of hormones? 

Mr. Hotiazavcen. Of hormones, that is correct, sir. 

Senator O’Manoney. I want to make this as clear as possible to 
anybody who is not a lawyer or a scientist to read. 

r. HotxtasaveH. Thank you, sir. Yes, sir. 

This, sir, explains how it was the Attorney General owns title to 
patents in the hormone field. 

Now, sir, we come to, as I said, examination of the files of the Office 
of Alien Property which is a part of the Department of Justice: Shows 
that prior to February 29, 1952, Chemical Specialties applied to the 
Office of Alien Property for a license for certain of these Schering 
patents which were then owned by the United States Government. 

In connection with that application, Joseph L. Rauh, Jr., counsel 
for Chemicals, wrote Harold. 

Senator O’Manoney. Counsel for Chemicals—wait a minute—yoa 
mean Chemicals Specialties ? 

Mr. HotiaBaveH. Yes: wrote Harold I. Baynton, Director, Office of 
Alien Property. This letter dated February 29, 1952, is now being 
offered into evidence, together with the two affidavits attached. 

With the chairman’s permission, I would like quickly to read the 
letter. 

Senator O’Manoney. Please do. 
What is the letterhead ? 
Mr. Horiasaven. The law offices of Rauh & Levy, 1613 K Street 


NW., Washington, D.C. [Reading:] 
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RAUH AND LEvy, 
Washington, D. C., February 29, 1952. 
Re Application of Chemical Specialties Co., Inc., for License. 
Hon. Harotp I. BAYNTON, 
Director, Office of Alien Property, 
Department of Justice, Washington, D.C. 


Dear Mr. Baynton: At the conference in your office last Thursday we 
promised to provide, by the end of this week, an appropriate affidavit in support 
of our oral representations that Syntex, 8S. A., had continuously opposed all re- 
strictions and taxes on the export of roots from Mexico and a further appropriate 
affidavit that Chemical Specialties Co., Inc., had not, as had been suggested, 
raised its price on progesterone upon receipt of a bulk license from Schering. I 
submit herewith these affidavits. 

The first affidavit is that of Licio Lagos, a prominent attorney in Mexico City 
who is also first vice president of what is the Mexican equivaient of our National 
Association of Manufacturers. In his affidavit, Mr. Lagos sets forth in detail 
the exact situation with respect to Mexican restrictions, and taxes on the export 
of roots and his activities as general counsel for Syntex, 8S. A., in opposition to 
these restrictions and taxes. Mr. Lagos concludes his affidavit as follows: “I can 
categorically state that neither I nor any other representative of Syntex, 8. A., 
has ever made any representation, directly or indirectly, in support of any tax 
or export restriction on Mexican roots. On the contrary, we have on every 
occasion opposed such taxes and restrictions and will continue to do so.” 

The second affidavit is that of Dr. Irving V. Sollins, president of Chemical 
Specialties Co., Inc., who sets forth the full details of Chemical’s prices over the 
past 5 years. In particular, the affidavit states that Chemical’s present price of 
$1.75 per gram on progesterone is only one-fortieth the price prior to the time 
Chemical entered the market and only one-seventh the price in Chemical’s first 
public price list of May 1, 1947. The affidavit further states that upon receipt 
of its bulk license from Schering in July 1949. Chemical reduced its price of 
progesterone to the unprecedented new low of $1.75 per gram. In other words, 
instead of there being a price increase, the effect of the bulk license from Schering 
was a reduction in price from $3 to $1.75 per gram, a reduction of almost 50 
percent. Subsequently, as fully explained in the affidavit, it was necessary to 
increase prices because of increases in costs of production, but these price in- 
creases were reversed as soon as the factors that caused them were no longer 
determinative. Consequently, Chemical’s present price of progesterone is the 
lowest ever previously attained and Chemical has already indicated orally to the 
Office of Alien Property that a further reduction would have been made this 
week had it not been feared that this would have been interpreted as a move 
to embarrass the sale of stock of the Schering Corp. This further reduction to 
the lowest price in history will be made as soon as that consideration is no longer 
present. As further evidence of Chemical’s good faith, Dr. Sollins states in his 
affidavit that “Chemical would have no objection to the license containing a pro- 
vision preventing price rises not justified by business reasons deemed valid by 
the Office of Alien Property.” ; 

It thus appears clear that the two questions which have been raised concerning 
Chemical’s application for a license have been completely answered in the at- 
tached sworn statements of the general counsel of Syntex and the president of 
Chemical. Under these circumstances, it is believed that a license should be 
forthcoming promptly. If, however, further discussion of these affidavits or of 
any other matter is required, it is requested that a temporary license be issued 


in accordance with your suggestion at the close of the conference in your office 
last Thursday. 


Sincerely yours, 
JosepH L. Ravn, Jr. 
I would like to point out, sir, that in the affidavit which I wish to 
offer in evidence, the affidavit of Mr. Lagos, it states in paragraph 4: 


I am president and general counsel for Syntex, S. A., a corporation organized 


under the laws of Mexico and have handled the legal work for Syntex, S, A. 
since its inception. ; 





leap 
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I have no connection with Chemical Specialties Co., Inc., but am making this 
affidavit at the request of the representatives of that company. 


I wish, sir, to offer these affidavits. 
Senator O’Manoney. They may be received. 
(The letter was read in full by counsel. The affidavits are as 


follows :) 


Licio Lagos, being duly sworn, deposes and says: 

1. Lam a-citizen of the United States of Mexico residing at Monte Tauro 125, 
Mexico, D. F. 

2. I ama practicing attorney in Mexico City with offices at Edificio San Luis 
Av. F.I.. Madero 34, Mexico, D.F. I represent numerous Mexican and American 
corporations, 

3. 1 am first vice president of Confederacion de Camaras Industriales de los 
Estados Unidos Mexicanos (created by law as comparable to the United States 
National Association of Manufacturers). I am a member of the Mexican bar 
and of the National Association of Lawyers of Mexico. 

4. 1am president and general counsel for Syntex, S.A., a corporation organized 
under the laws of Mexico and have handled the legal work for Syntex, S. A., 
since its inception. I have no connection with Chemical Specialties Co., Ine., 
but am making this affidavit at the request of the representatives of that 
collpany. 

5. In my capacity as general counsel for Syntex, S. A., I have handled all 
negotiations with the Government of Mexico on behalf of Syntex, S. A., and its 
stockholders with regard to export and internal taxes on roots and have at all 
times sought to obtain reductions in such taxes on their behalf. 

6. The Mexican Government has been deepity concerned for many years over 
the depletion of its natural wild-growing resources such as roots, timber, fibers, 
waxes, chicle, rubber, medicinal herbs, ete. Three different types of govern- 
mental action aimed at this problem should be noted: 

(a) The Government of Mexico derives a substantial portion of its total income 
from taxes on exports. Such export duties apply not only to roots but to all 
classes of natural products, domesticated and undomesticated, and to manufac- 
tured products as well. These taxes have been a source of concern to both 
Mexican and United States corporations. I was not informed of the export 
tax upon roots until a decree was issued setting forth the tax. I immediately 
made representations to the appropriate Government officials and, at least in part 
as a result of these representations, a substantial reduction in the export tax on 
roots was made by the Mexican Government. 

(b) The Mexican Government also has placed substantial internal taxes on 
natural products of the country. Early this year a high tax was placed on the 
collection of roots. For some time I had been discussing this question of internal 
taxes on roots with the appropriate Government officials and had been urging 
that no sueh tax be imposed. These discussions were unavailing and the tax de- 
cree was issued. I immediately made representations seeking to obtain the with- 
drawal or reduction of this tax and am continuing my efforts in this respect. 
As of this time, no final solution has been reached. 

(c) During November 1951 the Mexican Secretary of Agriculture issued an 
order completely prohibiting the collection of roots. As can easily be understood 
this was a matter of life and death to Syntex, 8S. A., for it was unable to ob- 
tain roots for its manufacturing process. We immediately made representations 
to have this measure withdrawn, Only in the last fortnight was this order 
rescinded and the collection of roots begun again. 

7. Syntex, S. A., is only one of several collectors of roots in Mexico. In order 
to obtain roots the company has to bid for them against the other collectors. The 
competition is extremely keen and many times Syntex, S. A., has been required 
to pay excessively high prices in order to obtain the roots which are the raw 
material of its products. 

8:. Representing the Confederation of Mexican Chambers of Commerce and 
the National Association of Lawyers, I appeared before the Special Commission 
ef the Lower House of the Mexican Congress and objected to what is today 
the law for promoting Mexican industrialization. I maintained the view there 
that the law was unconstitutional and advocated the benefits of free trade and 
the abrogation of barriers to international commerce. 

9. In summary, I can categorically state that neither I nor any other representa- 
tive of Syntex, S. A., has ever made any representation, directly or indirectly, in 
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support of any tax or export restriction on Mexican roots. On the contrary, 
we have on every occasion opposed such taxes and restrictions and will continue 
to do so. 
Licto Lagos. 
Subscribed and sworn to before me this 27th day of February 1952. 
[SEAL] 








Notary Public. 


Irving V. Sollins, being duly sworn, deposes and says: 

1. I am president of Chemical Specialties Co., Inc., and know the prices at 
which Chemical sells and has sold its products since I joined the company 
early in 1947. 

2. I make this affidavit in support of the application of Chemical Specialties 
Co., Inc., to the Office of Alien Property, dated January 30, 1952, for a license 
under certain patents previously held by Schering Corp. apd presently held by 
the United States. This affidavit is directed at the statement that has apparently 
been made that Chemical raised its prices on progesterone upon receipt of a bulk 
license from Schering. This statement is not correct. 

3. For the information of the Office of Alien Property, there is attached hereto, 
and made a part hereof, a chart showing Chemical’s prices for 7 major hormone 
products over the past 5 years. This chart reveals the almost unbroken down- 
ward trend of Chemical’s prices on these major hormone products since 1947. 

4. The buik price of progesterone in the period prior to Chemical’s entry 
into the market ranged from $70 to $90 per gram and the bulk price of testosterone 
ranged from $30 to $45 per gram. In its last pricelist, dated February 4, 1952, 
Chemical offered progesterone for $1.75 per gram and testosterone for $1.90 per 
gram, or about a twentieth to a fortieth the prices a half dozen years earlier. 
One should also compare Chemical’s present price of $1.75 per gram for pro- 
gesterone with its price of $12.20 per gram in its first public pricelist on May 1, 
1947, and its present price of $1.90 per gram of testosterone with its price of 
$30 per gram in its first public pricelist on May 1, 1947. Progesterone is being 
sold for one-seventh Chemical’s initial price and testosterone for one-sixteenth 
the initial price. 

5. Chemical reduced the price of progesterone constantly from the initial price 
of $12.20 per gram on May 1, 1947, until the price reached $3 per gram on 
January 18, 1949. 

6. On July 8, 1949, Chemical announced its receipt of a bulk license from 
Schering and simultaneously reduced its price to the unprecedented new low of 
$1.75 per gram. In other words, and this cannot be emphasized too strongly, 
instead of there being a price increase, the effect of the bulk license from 
Schering was a reduction in price from $3 to $1.75 per gram, a reduction of 
almost 50 percent. 

7. The price of progesterone remained at $1.75 per gram for some 7 months 
thereafter. On February 6, 1950, Chemical announced an increase in the price 
of progesterone to $2.75 per gram. As the public announcement of February 6, 
1950, stated, the increase in price was “brought about by the increase of cost 
of raw materials and production.” Syntex, 8. A., from which Chemical pur- 
chases the greatest part of its hormones, had increased its price of progesterone 
to Chemical because of the marked increases in costs of roots, solvents, and other 
chemicals required for production. These increased costs of primary materials 
to Syntex resulted from the sudden demands on Syntex to produce unusually 
large quantities of pregnenolone for ultimate use principally in the field of 
arthritis. Up to this point, Syntex had been producing and Chemical had been 
purchasing from it relatively modest quantities of both progesterone and 
pregnenolone, but the insistent demands for large quantities of pregnelolone 
forced Syntex to curtail its progesterone production and divert its major facilities 
and energies into the production of pregnenolone upon a hitherto unprecedented 
scale in the history of steroid manufacture. This situation in turn required 
Syntex, without adequate time for expansion of facilities or stockpiling of raw 
materials, not only to increase its production facilities, but also to attempt to 
purchase much larger quantities of roots, solvents, and chemical reagents than 
it required at any time previously. Syntex was able to obtain most of these 
materials only by paying far higher than normal market prices. Indeed, Syntex 
almost overnight found itself unable to acquire the quantities of root necessary 
to meet the pregnenolone demand and, therefore, had to resort to the purchase 
of root from sources and at prices which it normally would not have considered 
justifiable. The manufacture of pregnenolone requires much less quantities of 
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starting roots than the manufacture of progesterone and Syntex, as the chart 
shows, was thus able to hold down its price of pregnenolone much better than 
its price on progesterone. As will also be noted from the attached chart, it is 

clear that just as soon as Syntex was able to normalize its production of preg- 

nenolone and regularize its sources of supply of roots, solvents, etc., it began once 

more to reduce prices of both progesterone and pregnenolone. 

8. With the decline in the demand for pregnenolone in late 1950 and the regu- 
larization of sources of supply of roots, solvents, etc., Syntex began producing 
large quantities of low-cost progesterone and selling it to Chemical at constantly 
reduced prices. This reduction was reflected in Chemical’s prices which went 
down from a high of $4.25 on May 22, 1950, to $3.50 on December 11, 1950, $2.60 
on May 1, 1951, $2.25 on October 22, 1951, and $1.75 on February 4, 1952, the 
lowest price ever previously attained. 

9. As has already been indicated orally to the Office of Alien Property, Chem- 
ical’s price of progesterone would have been reduced again this week had it not 
been thought that such a further reduction would have been interpreted as a 
move to embarrass the sale of the stock of the Schering Corp. A further reduc- 
tion to the lowest price in history will be made as soon as that consideration is 
no longer present. 

10. The above review of the facts makes it abundantly clear that the trend of 
Chemical’s prices on progesterone has been steadily downward and that the price 
today is one-seventh Chemical’s initial price in 1947 and one-fortieth the price of 
progesterone prior to Chemical’s entering into the market. The effect of the 
Schering license was the exact opposite of that suggested by critics of Chemical; 
the effect was an immediate major reduction of price to an unprecedented low. 
Subsequent increases in price were based on valid business reasons outlined in 
paragraph 7 and these increases were reversed as soon as the business situation 
changed. It should be noted, however, that the prices of Schering, Glidden, and 
other producers followed Chemical prices despite the fact that no similar 
business reasons existed. 

11. Chemical intends to make progesterone available to the American public 
in quantities and at prices hitherto unknown in this country or anywhere in the 
world. It will be Chemical’s objective to make it possible for every American 
woman with a tendency to abort to receive regular administration of progesterone 
during the months of her pregnancy and thus avoid the dangers of abortion and 
premature birth. This application for a license is requested for that purpose 
and Chemical would have no objection to the license containing a provision pre- 
venting price rises not justified by business reasons deemed valid by the Office of 
Alien Property. 

IrRvING V. Sotuins, President. 


Subscribed and sworn to before me this 28th day of February, 1952. 
[SEAL] : Mary C. Asay, Notary Public. 


Chemical Specialties Co., Inc., domestic bulk list prices 
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Mr. Hotxanauen. I next wish to call the chairman’s attention te 
copies of three licenses: One dated June 26, 1952, Chemical Specialties 
Co., Inc. (patent license No. 3022), patent license No. 3037, dated July 
29, 1952, to Chemical Specialties, and still a third license, dated Octo- 
ber 9, 1952. This is patent license No. 3044, granted to Syntex Phar- 
maceutical Co., Inc., a Puerto Rican corporation. 

I offer all these three licenses as one exhibit, and call the chairman’s 
attention to the following standard provision in each license, section 5, 
I wish to lay that before the chairman: 

Section 5, heading “Limitations on Use.” 


No licensed patent shall be used in furtherance of any unlawful cartel or 
combination or in any other way which is contrary to the laws of the United 
States. 


That, sir, is the standard form provision in each of the three licenses 
which have just been mentioned. 

Senator O’Manoney. The first paragraph of each of these patent 
licenses contains the following language. I am reading from No. 3022 
(03551) : 


The Director of the Office of Alien Property, acting for the Attorney General, 
licensor, and under the authority of the President of the United States, pursuant 
to the Trading With the Enemy Act, as amended, Executive Orders 9193, as 
amended, and 9788, and pursuant to law, hereby grants to Chemical Specialties: 
Co., Ine.— 


And so forth. 
Mr. Hotzanavenr. Thank you, sir. 
Senator O’Manonry. They may be received. 
(The three patent licenses are as follows :) 


Group I. ASSEMBLED WITH REFERENCE TO THE First INQUIRY IN SENATOR 
O’MAHONEY’sS LETTER OF May 22, 1956 


DEPARTMENT OF JUSTICE 
OFFICE OF ALIEN PROPERTY 
WASHINGTON 25, DC. 


PATENT LICENSE 
Number 3022 (03551) 


The Director of the Office of Alien Property, acting for the Attorney General, 
Licensor, and under the authority of the President of the United States, pursu- 
ant to the Trading with the Enemy Act, as amended, Executive Orders 9193, 
as amended, and 9788, and pursuant to law, 

Hereby grants to Chemical Specialties Co., Inc., a corporation of New Jersey 
having a place of business at 22 East 40th Street, New York, New York, 
Licensee, 

This license, effective February 1, 1952, to make, use, and sell each of the- 
inventions covered by the five (5) United States patents and/or applications for 
United States patents listed in Schedule A and under the “Terms and Condi- 
tions,” both appended hereto and made a part hereof. 

Signed at Washington, District of Columbia, this 26th day of June 1952 

For the Attorney General: 

HAROLD I. BAYNTON, 
Assistant Attorney General, 
Director, Office of Alien Property. 
Lewis E. RvuBIN, 
Chief, Management and Liquidation Branch. 











WONDER DRUGS 


TERMS AND CONDITIONS 


Section 1. Extent of Grant 

This license is royalty-free, nonexclusive and nontransferable. It does not 
confer on the Licensee any right to grant sub-licenses and cannot be pledged 
or encumbered except. with the written consent of the Licensor. Title to the 
patent hereby licensed was acquired by virtue of an agreement effective Janu- 
ary 1, 1952 between the Attorney General and Schering Corporation and/or 
Vesting Order No.: 18685, 17: Fed... Reg. 371,, January 11, 1952. The patent is 
licensed for the remaining life of the patent beginning with the effective date 
of this license, unless this license is earlier terminated either in its entirety or 
as to any specific patent listed in Schedule A, as herein provided. 


Section 2. Inventions of Licensee 


This license does not confer upon the Licensor any rights to or under any in- 
vention or patent of the Licensee, past, present, or future. 


Section 8. Title and Defenses 


(a) The Licensor will defend to the full extent of his legal power his au- 
thority to issue this license, in any litigation brought against the Licensee, or 
arising under this license, where the title or authority of the Licensor is drawn 
into question. 

Title to the patents covered by this license was acquired in the interest of and 
for the benefit of the United States, and this license is granted by the Licensor, 
under the direction of the President, in the interest of and for the benefit of 
the United States under the authority of and.in furtherance of the purposes 
of § 5 (b) of the Trading with the Enemy Act, as amended [§ 301, First War 
Powers Act, 1941; 50 U. S. Code, App. § 5 (b)j. This license shall be deemed 
to be an “instruction or direction” that the licensed patent may be used as pro- 
vided herein, within the meaning of that portion of § 5 (b) which provides that 
“no person shall be held liable in any court for or in respect to anything done 
or omitted in good faith in connection with the administration of, or in pursu- 
ance of and in reliance on, this subdivision, or any rule, regulation, instruction, 
or direction issued hereunder.” The Licensee shall promptly notify the Licensor 
in writing of any claim or demand made wpon, or suit threatened or brought 
against, the Licensee, which is in any way related to this license. 

(b) In any suit or proceeding brought against the Licensee, the Licensee may 
make any and all defenses which would be available had this license not been 
granted. 

(c) This license is not a warranty that the manufacture, use, or sale of any 
licensed invention does not infringe valid patents of persons not party hereto. 

(ad) This license does not confer upon the Licensee any license, implied or 
otherwise, under any unexpired patent not included in Schedule A, regardless of 
the ownership of such patent. 


Section 4. Reports 


The Licensee shall keep a record of and shall report to the Licensor the charac- 
ter and extent of his utilization of each licensed patent, including the kind and 
quantity of products (if any) made, used, or sold under such licensed patent. 
If there has been no manufacture, use, or sale, such reports shall set forth the 
manner in which and extent to which this license has been or in the Licensee’s 
opinion will be useful to the Licensee. The Licensor upon request in writing 
by the Licensee and upon a showing that. reports under individual patents are 
not feasible; may authorize the Licensee to make group reports with respect 
to such patents as cannot feasibly be. reported individually. Unless otherwise 
directed by the Licensor such reports shall be made for the calendar year and 
submitted not later than January 31st of the following year. Where govern- 
mental war secrecy provisions prevent the making of. reports required by this 
section, the Licensor may direct that such reports be submitted after the war. 


Section 5. Limitations on Use 


No licensed patent shall be used in furtherance of any unlawful cartel or com- 
bination or in any other way which is contrary to the laws of the United States. 


Section 6. Termination 


(a) The Licensor reserves the power to take such action as the national inter- 
est requires, including suspension or cancellation of this license if he determines 
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it to be necessary. The Licensor will not cancel this license except after notice 
and opportunity for hearing. 

(b) If an interest in a licensed patent adverse to that of the Licensor shall be 
established the Licensor may at his option terminate or renegotiate this license 
after notice to the Licensee. 

(c) This license may be surrendered by the Licensee either in its entirety, or 
as to any patent listed in Schedule A, by returning it to the Licensor with writ- 
ten request for such cancellation or modification. 

(d) Termination of this license under par. (a), (0), or (c) of this section 
shall not relieve the Licensee from making reports as required by Section 4, up 
to the date of termination. 


Section 7. Notice 

Any notice in writing required hereby in connection with this license shall be 
given to the Office of Alien Property, Department of Justice, Washington 25, 
D. C., and to the Licensee at the address shown upon this license unless a change 
of such address has been noted upon the records of the Licensor at the request of 
the Licensee. Notice of hearing, or of termination, or requests by the Licensee 
for cancellation or modification shall be sent by registered mail. 


Licensee : Chemical Specialties Co., Inc. License No. 3022 
Schedule A 





Patent Issue Date or 
No. or Inventor and Title of Invention Filing Date 


Serial No. 


2, 033, 487 | Erwin Schwenk et al.—Acyl Derivatives of the Dibydrofollicle Hormone and | Mar, 10, 1936 
Method of Making the Same. 

2, 096, 744 | Friedrich Hildebrandt et al —Hydrogenation Products of Follicle Hormonesand | Oct. 26, 1937 
Method of Producing Same. 

2, 232,438 | Adolf Butenandt—Unsaturated Pregnanolones and Pregnandiones and a | Feb. 18,1941 
Method of Producing Same. 

2, 251, 939 | Josef Kathol—Tertiary Alcohols of the Cyclopentano Polyhydro Phenanthrene | Aug. 12, 1941 
Series and a Method of Producing the Same, 

2, 313, 732 | Adolf Butenandt—Halogenated Pregnanolones and Pregnandiones---.---------- | Mar. 16, 1943 








DEPARTMENT OF JUSTICE 
OFFICE OF ALIEN PROPERTY 
WASHINGTON 25, D. C. 


PATENT LICENSE 
Number 3037 (03635) 


The Director of the Office of Alien Property, acting for the Attorney General, 
Licensor, and under the authority of the President of the United States, pursuant 
to the Trading with the Enemy Act, as amended, Executive Orders 9193, as 
amended, and 9788, and pursuant to law, 

Hereby grants to Chemical Specialties Co., Inc., a corporation of New Jersey 
having a place of business at 22 East 40th Street, New York, New York, Licensee, 

This license, effective from the date hereof, to make, use, and sell each of the 
inventions covered by the one (1) United States patents and/or applications 
for United States patents listed in Schedule A and under the “Terms and Con- 
ditions,” both appended hereto and made a part hereof. 

Signed at Washington, District of Columbia, this 29th day of July, 1952. 

For the Attorney General : 

ROWLAND F. Kirks, 
Acting Director, Office of Alien Property. 


By Lewis E. Rosin, 
Chief, Management and Liquidation Branch. 
Section 1. Extent of Grant 


This license is royalty-free, nonexclusive and nontransferable. It does not 
confer on the Licensee any right to grant sub-licenses and cannot be pledged or 
encumbered except with the written consent of the Licensor. Title to the patent 
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hereby licensed was acquired by virtue of an agreement effective January 1, 
1952, between the Attorney General and Schering Corporation and/or Vesting 
Order No. 18685, 17 Fed. Reg. 371, January 11, 1952. The patent is licensed for 
the remaining life of the patent beginning with the effective date of this license, 
unless this license is earlier terminated either in its entirety or as to any specific 
patent listed in Schedule A, as herein provided. 


Section 2. Inventions of Licensee 
This license does not confer upon the Licensor any rights to or under any in- 
vention or patent of the Licensee, past, present, or future. 


Section 3. Title and Defenses 

(a) The Licensor will defend to the full extent of his legal power his author- 
ity to issue this license, in any litigation brought against the Licensee, or arising 
under this license, where the title or authority of the Licensor is drawn into 
question. 

Title to the patents covered by this license was acquired in the interest of 
and for the benefit of the United States, and this license is granted by the 
Licensor, under the direction of the President, in the interest of and for the 
benefit of the United States under the authority of and in furtherance of the 
purposes of §5 (b) of the Trading with the Enemy Act, as amended [§ 301, First 
War Powers Act, 1941; 50 U. S. Code, App. §5 (b)J]. This license shall be deemed 
to be an “instruction or direction” that the licensed patent may be used as pro- 
vided herein, within the meaning of that portion of §5 (b) which provides that 
“no person shall be held liable in any court for or in respect to anything done 
or omitted in good faith in connection with the administration of, or in pursu- 
ance of and in reliance on, this subdivision, or any rule, regulation, instruction, 
or direction issued hereunder.” The Licensee shall promptly notify the Licensor 
in writing of any claim or demand made upon, or suit threatened or brought 
against, the Licensee, which is in any way related to this license. 

(bv) In any suit or proceeding brought against the Licensee, the Licensee may 
make any and all defenses which would be available had this license not been 
granted. 

(c) This license is not a warranty that the manufacture, use, or sale of any 
licensed invention does not infringe valid patents of persons not party hereto. 

(d) This license does not confer upon the Licensee any license, implied or other- 
wise, under any unexpired patent not included in Schedule A, regardless of the 
ownership of such patent. 


Section 4. Reports 


The Licensee shall keep a record of and shall report to the Licensor the char- 
acter and extent of his utilization of each licensed patent, including the kind 
and quantity of products (if any) made, used, or sold under such licensed patent. 
If there has been no manufacture, use, or sale, such reports shall set forth the 
manner in which and extent to which this license has been or in the Licensee's 
opinion will be useful to the Licensee. The Licensor upon request in writing 
by the Licensee and upon a showing that reports under individual patents are 
not feasible, may authorize the Licensee to make group reports with respect to 
such patents as cannot feasibly be reported individually. Unless otherwise di- 
rected by the Licensor such reports shall be made for the calendar year and 
submitted not later than January 31st of the following year. Where govern- 
mental war secrecy provisions prevent the making of reports required by this 
section, the Licensor may direct that such reports be submitted after the war. 


Section 5. Limitations on Use 


No licensed patent shall be used in furtherance of any unlawful cartel or com- 
bination or in any other way which is contrary to the laws of the United States. 


Section 6. Termination 


(a) The Licensor reserves the power to take such action as the national in- 
terest requires, including suspension or cancellation of this license if he de- 
termines it to be necessary. The Licensor will not cancel this license except 
after notice and opportunity for hearing. 

(b) If an interest in a licensed patent adverse to that of the Licensor shall be 
established the Licensor may at his option terminate or renegotiate this license 
after notice to the Licensee. 

(c) This license may be surrendered by the Licensee either in its entirety, or 
as to any patent listed in Schedule A, by returning it to the Licensor with written 
request for such cancellation or modification. 
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(¢@) Termination of this license under par. (a), (b), or (c) of this section shall 
not relieve the Licensee from making reports as required by Section 4, up to the 
date of termination. 

Section 7. Notice 


Any notice in writing required hereby in connection with this license shall be 
given to the Office of Alien Property, Department of Justice, Washington 25, 
DD. C., and to the Licensee at the address shown upon this license unless‘a change 
of such address has been noted upon the records of the Licensor at the request of 
the Licensee. Notice of hearing, or of termination, or requests by the Licensee 
for cancellation or modification shall be sent by registered mail. 

















Licensee : Chemical Specialties Co., Inc. License No. 3037 
Schedule A 
Patent Issue Date or 
No. or Inventor and Title of Invention | Filing Date 
Serial No. | 
2, 175, 220 | W. Schoeller et-al.—Androstendione and a Method of Producing the Same ---- _| Oct. 10, 1939 


| 





DEPARTMENT OF JUSTICE 
OFFICE OF ALIEN PROPERTY 
WASHINGTON 25, D. C. 
PATENT LICENSE 


Number 3044 (03646) 

The Director of the Office of Alien Property, acting for the Attorney General, 
Licensor, and under the authority of the President of the United States, pursuant 
to the Trading with the Enemy Act, as amended, Executive Orders 9193, as 
amended, and 9788, and pursuant to law, 

Hereby grants to Syntex Pharmaceutical Products Co., Inc., a corporation of 
Puerto Rico having a place of business at Eleanor Roosevelt Avenue #118, Hato 
Rey, Puerto Rico, Licensee, 

This license, effective from the date hereof, to make, use, and sell each of the 
inventions covered by the six (6) United States patents and/or applications for 
United States patents listed in Schedule A and under the “Terms and Conditions,” 
both appended hereto and made a part hereof. 

Signed at Washington, District of Columbia, this 9th day of October, 1952. 

For the Attorney General: 

ROWLAND F. KIRKs, 
Acting Director, Office of Alien Property. 
By : Lewis E. RvuBIn, 
Chief, Management and Liquidations Branch. 


TERMS AND CONDITIONS 





Section 1. Extent of Grant 


This license is royalty-free, nonexclusive and nontransferable. It does not 
eonfer on the Licensee any right to grant sublicenses and cannot be pledged or 
encumbered except with the written consent of the Licensor. ‘Title to the patent 
hereby licensed was acquired by virtue of an agreement effective January 1, 1952, 
between the Attorney General and Schering Corporation and/or Vesting Order No. 
18685, 17 Fed. Reg. 371, January 11, 1952. The patent is licensed for the remain- 
ing life of the patent beginning with the efféctive date of this license, unless this 


license is earlier terminated either in its entirety or as to any specific patent listed 
in Schedule A, as herein provided. 


Section 2. Inventions of Licensee 


This license does not confer upon the Licensor any rights to or under any in- 
vention or patent of the Licensee, past, present, or future. 
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Section 3. Title and Defenses 


(a) The Licensor will defend to the full extent of his legal power his authority 
to issue this license, in any litigation brought against the Licensee, or arising 
under this license, where the title or authority of the Licensor is drawn into 

uestion. 

. Title to the patents covered by this license was acquired in the interest of and 
for the benefit of the United States, and this license is granted by the Licensor, 
under the direction of the President, in the interest of and for the benefit of the 
United States under the authority of and in furtherance of the purposes of § 5 (b) 
of the Trading with the Enemy Act, as amended [§ 301, First War Powers Act, 
1941; 50 U. S. Code, App. § 5 (b)]. This license shall be deemed to be an “in- 
struction or direction” that the licensed patent may be used as provided herein, 
within the meaning of that portion of § 5 (b) which provides that “no person 
shall be held liable in any court for or in respect to anything done or omitted 
in good faith in connection with the administration of, or in pursuance of and 
in reliance on, this subdivision, or any rule, regulation, instruction, or direction 
issued hereunder.” The Licensee shall promptly notify the Licensor in writing 
of any claim or demand made upon, or suit threatened or brought against, the 
Licensee, which is in any way related to this license. 

(b) In any suit or proceeding brought against the Licensee, the Licensee may 
make any and all defenses which would be available had this license not been 
granted. 

(c) This license is not a warranty that the manufacture, use, or sale of any 
licensed invention does not infringe valid patents of persons not party hereto. 

(ad) This license does not confer upon the Licensee any license, implied or 
otherwise, under any unexpired patent not included in Schedule A, regardless 
of the ownership of such patent. 


Section 4. Reports 


The Licensee shall keep a record of and shall report to the Licensor the charac- 
ter and extent of his utilization of each licensed patent, including the kind and 
quantity of products (if any) made, used, or sold under such licensed patent. 
If there has been no manufacture, use, or sale, such reports shall set forth the 
manner in which and extent to which this license has been or in the Licensee’s 
opinion will be useful to the Licensee. The Licensor upon request in writing by 
the Licensee and upon a showing that reports under individual patents are not 
feasible, may authorize the Licensee to make group reports with respect to such 
patents as cannot feasibly be reported individually. Unless otherwise directed 
by the Licensor such reports shall be made for the calendar year and submitted 
not later than January 31st of the following year. Where governmental war 
secrecy provisions prevent the making of reports required by this section, the 
Licensor may direct that such reports be submitted after the war. 


Section 5. Limitations on Use 


No licensed patent shall be used in furtherance of any unlawful cartel or com- 
bination or in any other way which is contrary to the laws of the United States. 


Section 6. Termination 


(a) The Licensor reserves the power to take such action as the national inter- 
est requires, including suspension or cancellation of this license if he determines 
it to be necessary. The Licensor will not cancel this license except after notice 
and opportunity for hearing. 

(bo) If an interest in a licensed patent adverse to that of the Licensor shall 
be established the Licensor may at his option terminate or renegotiate this license 
after notice to the Licensee. 

(c) This license may be surrendered by the Licensee either in its entirety, or 
as to any patent listed in Schedule A, by returning it to the Licensor with written 
request for such cancellation or modification, 

(d)} Termination of this license under par. (a), (0), or (c) of this section 
shall not relieve the Licensee from making reports as required by Section 4, up 
to the date of termination. 


Section 7. Notice 


Any notice in writing required hereby in connection with this license shall be 
given to the Office of Alien Property, Department of Justice, Washington 25, 
D. C., and to the Licensee at the address shown upon this license unless a change 
of such address has been noted upon the records of the Licensor at the request 
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of the Licensee. Notice of hearing, or of termination, or requests by the Licensee 
for cancellation or modification shall be sent by registered mail. 

















Licensee: Syntex Pharmaceutical Products Co., Inc. License No. 3044 
Schedule A 
Patent Issue Date or 
No. or Inventor and Title of Invention Filing Date 
Serial No.| 
2, 033, 487 | E. Schwenk et al.—Acyl Derivatives of the Dihydrofollicle Hormone and | Mar. 10, 1936 


Method of Making the Same. 
2, 096, 744 | F. Hildebrandt et al.—Hydrogenation Products of Follicle Hormones and | Oct. 26, 1937 
| Method of Producing Same. 
2, 175, 220 | W. Schoeller et al.—Androstendione and a Method of Producing the Same----- 10, 1939 
2, 232,438 A. Butenandt—Unsaturated Pregnanolones and Pregnandiones and a Method Feb. 18, 1941 
of Producing the Same, 
2, 251,939 | J. Kathol—Tertiary Alcohols of the Cyclopentano Polyhydro Phenanthrene | Aug. 12, 1941 
| Series and a Method of Producing the Same. 
2, 313,732 A. Butenandt—Halogenated Pregnanolones and Pregnandiones-_._-.........---- | Mar. 16, 1943 





Mr. Hottasaveu. I now offer for receipt in evidence a translation 
into English from Rane 9 of a letter dated November 25, 1954, on the 
letterhead of Syntex, S. A., Mexico, D. F., with other statements 
which are in the beck i in Spanish which I cannot read. 

Senator O’Manoney. By whom was the translation made? 

Mr. Hotiazavuen. It was made by the Library of Congress at our 
request. 

enator O’Manoney. It isan accurate translation ? 

Mr. Hoxziasauen. I hope so, sir. They have been quite accurate at 
these things. 

Senator O’Manoney. That is one of its professional duties? 

Mr. HoiiasaueH (reading) : 


To the Secretary of the National Economy, City: 


Syntex S. A., with headquarters at the thirteen and a half kilometer mark of 
the road to Toluca, begs respectfully to submit the following problem: 

(1) Our firm, which was founded 10 years ago, has become the major producer 
of synthetic esteroid hormones in the world. We have at present a staff of about 
3,000 workers which includes approximately 150 chemists and technicians. Our 
sales have increased year by year and average annual sales in recent years have 
amounted to about $5 million. 

In order to attain this position we have during the past 10 years of our 
operation had to wage a tough battle against the international hormone trust in 
all world markets; we have won complete independence insofar as patents are 
concerned, as we have patents of our own covering more than 100 processes; 
our line is quite complete as we are manufacturing all of the sex hormones and 
most of the cortical hormones. In order to achieve these objectives, it has been 
necessary for us to make heavy capital investments and to reinvest our profits. 

(2) Thanks to all those investments, and in view of the efforts put forth by 
our big staff, we managed to displace the international hormone trust which, 
citing only one example, has not been selling hormones in bulk to the United 
States of America for quite some time. 

Nevertheless, in view of the return of the French, German, and Dutch firms to 
the market, a competitive situation has been created which has changed our 
prominence in the world hormone market. This has been possible because those 
European firms have received their supplies from small Mexican supply houses 
(among them, the State (Government) firm, “Industria Nacional Quimico 
Farmaceutica FARQUINAL”) which have used the same vegetal raw material 
as ours and effected three simple operations. These operations may be regarded 
as within the first phase of hormone manufacturing, during which intermediate 
base products are obtained which are afterwards, via a greatly diversified pro- 
duction * (a complicated process), transformed into hormones. 


1 Should probably read “procedimiento” or “metodo.’’—Translator. 
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The root, which serves as raw material, is subjected to extraction with solvents 
and the extract obtained, containing saponines which are present in the root, is 
hydrolized in order to obtain diosgenine. This product is transformed, via three 
chemical processes, into 16-dehydro-pregnenolone. This latter product serves as 
base in the manufacture of all synthetic esteroid hormones. Its manufacture 
requires heavy investment as well as a large staff of researchers with adequate 
equipment. In our own case, more than four-fifths of our 150 technicians work 
on production, and the rest of them on the first stage of producing acetate from 
16-dehydro-pregnenolone. 

The above small suppliers can carry on their operations without the necessity 
of owning patents or investigating manufacturing processes, as we have been 
doing; for their rather simple operations they have practically no need for a 
staff of chemists and their crew of workers is very small; their investments are 
extremely light since the equipment needed for those easy, semi-manufacturing 
operations is very simple. 

Finally, for the extraction they require neither technology nor the develop- 
ment of processes, nor do their operations represent real progress for the 
Mexican industry. 

In turn, they pour their production into the international hormone trust at 
prices practically cost or with very narrow margins, which makes it possible for 
them to compete with us abroad, rendering ours an almost desperate situation. 

To give you an example of the damage done to the Mexican economy by the 
export of those semi-manufactured (or semi-finished) products, our sales of 
manufactured (or finished) hormones because of the diversification of our 
production, total at the present time more or less $5 million annually; if we 
cannot continue production until (completion of the) hormones, but ship that 
production in the form of first-phase products at the prices which those exporters 
get, the amount would be reduced to $2,600,000 annually, i. e., almost cut in half. 

(3) Due to these raw material exports by the above small suppliers and ex- 
porters, new possibilities (avenues for potential profit) have been opened to the 
international hormone trust, since the former can use in their production the 
low-cost Mexican raw materials and apply the same procedures (processes, or 
methods), as those used by us which had enabled us to establish an important 
industry in Mexico, the disadvantage (for us being) that they are helping them- 
selves to the resources of Mexico without investment, without using Mexican 
technicians and workers, without using Mexican raw materials such as alcohol, 
acetic acid and industrial acids, and being in an excellent position of competing 
with us. 

(4) This competition has created a serious situation since in recent months 
world hormone prices have been substantially reduced percentagewise, as you 
will be able to see from the following table : 





Product gram, August! gram, No- 
1954 vember 1954 


reduction 


Price per Price per | Percent of 








Progesterone BAA Sd 0. 65 
Testosterone__..._____- : a i Ere ee as 79 
Deoxicorticosterone acetate __. me reer 3.10 
Pregnenolone. --___- a . 60 


This situation is even more serious because we had managed to keep prices 
stable for more than a year, but now the availability of these Mexican raw ma- 
terials makes it possible for them to lower the. prices which we are required 
to uphold, making our financial situation and our survival very difficult. 

(5) In our opinion, the Mexican Government cannot support two opposing 
policies at the same time; i. e., on the one hand, fostering the industrialization 
(industrial use) of our natural resources, and, on the other hand, when an 
industry has found ways and means of making use of these natural resources, 
permitting small suppliers to send raw material abroad for foreign firms to com- 
pete with the Mexican industry, rendering its development and expansion difficult. 
It is natural that the reason why this has been able to go on is that the Gov- 
ernment has had no knowledge of this situation. And we (want to) say that 
this is the only reason, because it is obvious that the Government wants to ex- 
tend protection to our industry, inasmuch as it has previously protected it by 
putting a prohibitive excise tax on the export of roots which we are using as raw 














54 WONDER DRUGS 


material and which have been classified under the excise tax tariff regulations: 
in section 28-74, which enjoys tariff protection. Simple extracts containing 
saponines were protected under section 66—40 in the same manner. 

That is precisely why we have wanted to submit this memorandum to you; 
we want to bring this problem to your attention, since we feel that the protec- 
tion, which had been given us by the prohibitive excise tax on the export of 
roots serving as raw material in the manufacture of esteroid hormones and 
simple extracts, must be complemented, in order to pursue a reasonable eco- 
nomic policy in the case of our industry, by applying a similar method of dios- 
genine, its acetate, and 16-dehydro pregnenolone acetate, first-phase products 
in the production of hormones, which are, essentially, likewise raw materials 
completely industrialized (put to industrial use) in Mexico, and which also per- 
mit foreign firms to help themselves to our natural resources at low cost and 
no profit for our country. 

(6) As we know that it is the policy of the President of the (our) Republic 
and that of the Department under your distinguished leadership to protect na- 
tional industry, especially the industry which uses our natural resources, we 
are requesting this protection through measures making prohibitive the excise 
tax on the export of those products in order to assure the survival of our firm. 
If such protection is not extended to us, Syntex, S. A., would disappear and ap- 
proximately 1,000 workers would lose their jobs. In addition, the country would 
no longer be receiving foreign exchange at the rate of $5 million a year, with 
resultant damage to the national economy. 

From the above statement of facts, the following résumé may be made: 

(a) The export of intermediary (semifinished) products in hormone manu- 
facture being carried on by various firms, including FARQUINAL, is seriously 
hurting our industry. 

(b) Such export permits foreign firms to avail themselves of the resources of 
Mexico without making investments in our country. The competition thereby 
brought about, has done great harm to a Mexican industry which is producing 
a large amount of foreign exchange, whereas the profit which those exporters 
derive is almost zero. 

This can be checked by the investigation of FARQUINAL into the reduced 
production and profits which you had promised us. From the information ob- 
tained you will be able to see that for the very low profit derived by those firms, 
foreign companies were permitted to gainfully enter the market, thereby placing 
in a critical situation an industry like ours which must maintain a very large 
staff of researchers and make heavy investments in order to diversify its produc- 
tion and to be able to make all (types of) esteroid hormones. 

The essential data for which the Industria Nacional Quimico Farmaceutica 
might be asked are: 

(1) Export volume of diosgenine during 1953, and during the period Jan- 
uary—October 1954 ; 

(2) Its sale price, including present price; and, 

(3) Country or countries of its destination; 

(c) The protection which has been extended to our industry by fixing pro- 
hibitive excise duties on the export of the raw material plant and its extracts 
should be broadened by fixing equally prohibitive excise taxes on products used 
in the first phase of manufacturing hormones, thus preventing that on the basis 
of a simple chemical process a product may be exported without export duty 
thereby frustrating the intention of the Mexican Government to protect our 
industry. 

In view of the above and in order to avoid the damage which those exporters 
have been doing net only to our industry but also to the Mexican economy (as a 
whole), we beg to request : 

That you, Mr. Secretary, issue orders for a thorough study of the situation as 
we explained (it) to you in this memorandum, with a view to checking our state- 
ment in the books of the government firm, ‘Industria Nacional Quimico Farma- 
ceutico,” and, if possible, showing us these data in a confidential form; 

That the Department under your distinguished. leadership suggest .to the Ex- 
cise Tax (or Export Tariff) Division of the Treasury. Department that high 
excise taxes must be fixed on the export of diosgenine, acetate therefrom, and 
16-dehydropregnenolon acetate, ‘thereby adding to the protection of our industry 
—protection which had been extended to us previously by imposing high excise 
taxes on the export of saponine—containing roots or extracts; 

That the necessary instructions be given for subjecting, as soon as possible, 
the export of these products to export permission (export permit or license) 
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with a view te total restriction in order to prevent foreign. firms from availing 
themselves of our resources, to:the deriment of our industry and of the economy 
of our country ; 

That this petition be processed as an emergency measure, inasmuch as our 
exports, as of this month of November, will begin to decline noticeably, and as 
within 2 or 8 months-the situation of our industry may become irreparably 
affected. 


Reiterating the assurances of our distinguished consideration. 


(The translation was read in full and filed in the committee files. 
The original is.as follows :) 


Syntex, S. A., 


Mézaico, D. F. 
C. SECRETARIO DE’ EcoNoMIA, 


CIUDAD: 
Syntex, S. A., con domicilio en el kil6metro trece y medio de la carretera 


a Toluca, respetuosamente venimos a exponer a usted el siguiente problema: 

1. Nuestra’ empress, fundada hace diez afios, ha venido-a convertirse en el 
mayor productor. de hormonas sintéticas esteroides del mundo, Contamos 
actualmente con un personal de cerca de mil trabajadores, entre los que tene- 
mos aproximadamente ciento cincuenta quimicos y técnicos. Nuestras ventas 
hah ido creciendo afie con afio y el ritmo actual es representativo de unas ventas 
de cerca de cinco millones de délares anuales. 

Para aleanzar esta posicién hemos tenido que luchar durante los diez afios 
que hemos estado trabajando, contrael trust internacional hormonal en todos los 
mercados mundiales; hemos logrado una independencia completa en lo que se 
refiere a patentes, ques contamos con patentes nuestras sobre mas de cien 
procesos; nuestra lines es muy completa, pues fabricanos todas las hormonas 
sexuales y la mayor parte de las hormonas corticales, Para el logro de todos 
estos fines hemos tenido necesidad de invertir fuertes cantidades de capital y 
reinvertir nuestras utilidades. 

2. Gracias a todas esas inversiones y con la actividad desarrollada por nuestro 
gran personal, hemos logrado desplazar al trust internacional hormonal, quien 
tan sélo para dar un ejemplo, desde hace algin tiempo ya no vende hormonas a 
granel en los Estados Unidos de Norteamérica. 

Sin embargo, con’el regreso de las empresas francesas, alemanas y holandesas 
al mercado, se ha creado una situaci6n de competencia que ha venido cambiando 
nuestra prominencia en el mercado mundial de hormonas. Hsto ha sido posible 
porque estas casas europeas se han estado surtiendo de pequefios proveedores 
mexicanos (entre ellos la empresa estatal Industria Nacional Quimico Farma- 
céutica FARQUINAL) que utilizan las mismas materias primas vegetales nues- 
tras y efectiian tres simples operaciones. Estas operaciones pueden considerarse 
dentro de la primera fase de la fabricaci6n de hormonas, en la que se obtienen 
produstos intermedios claves que desques mediante una producci6én muy diversifi- 
cada, se transforma en hormonas. 

La raiz que sirve de materia prima se somete a una extraccién con solventes y 
el extracto obtenido que contiene saponinas presentes en la raiz, se hidroliza 
para obtenerse la diosgenina. Este producto, se transforma mediante tres pasos 
‘quimicos en acetato de 16-dehidro pregnenol6n. WBste Gltimo producto sirve de 
base para la fabricacién de todas las hormonas esteroides sintéticas. Para esta 
fabricaci6n es necessario contar con grandes inversiones y un grupo importante 
de investigadores con instalaciones adecusdas. En nuestro caso, de los ciento 
‘cincuenta técnicos que tenemos mis de las cuatro quintas partes trabajan en 


producci6n y el resto de ellos en la produccién en su primera faze hasta el 
acetato de 16 dehidro pregnenolén. 


Dichos proveedores, pueden efectuar estas operaciones sin necesidad de poseer 
patentes ni investigar procesos de fabricaci6n, como nosotros lo estamos 
haciendo; no tienen casi necesidad para estas operaciones tan sencillas de 
utilizar personal quimico y su personal obreroes muy reducido; sus inverniones 
son limitadfsimas, ya que el equipo que se neoesita en estas sencillas operaciones 


semi-industrializadas es muy simple. En fin, para efectuar esta extraccién no 
‘tienen necesidad de ninguna tecnologia ni dearrollar procesos y realmente no 
Trepresentan sus operaciones un adelanto para la industria mexicana. 

En cambio, surten su producci6n al trust hormonal internacional a precios 
casi de costo 0 con margenes muy pequefios y permiten que ellos puedan competir 
‘con nosotros en el extranjero, haciendo nuestra situaci6n casi desesperada. 
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Para poner un ejemplo de la forma como se perjudicala economia mexicana 
con las exportaciones de estos productos semi-industrializados, nuestras ventas 
que actualmente en forma de hormonas terminadas y con la diversificaciOn de 
nuestra produccién, aleanzan m&s o menos Dis. 5,000,000.00 anuales, si nosotros 
no continufisemos la producci6én hasta las hormonas sino envifsemos la misma 
producci6n en forma de los primeros productos a los precios que estos 
exportadores tienen, se reduciria el volumen a Dls. 2,600,000.00 annuales, o sea, 
casi la mitad. 

3. Merced a estas exportaciones de materias primas de estos pequefios fabri- 
cantes y exportadores, se han abierto nuevas posibilidades al trust hormonal 
internacional, ya que tienen la posibilidad de aprovechar en su producci6n las 
materias primas mexicanas a un costa bajo y en esta forma utilizar los mismos © 
procedimientos que nosotros usamos y que nos permitieron crear una importante 
industria en México, con la desventaja que ellos aprovechan los recursos de 
México sin inversién, sin emplear técnicos y obreros mexicanos, sin consumir 
materias primas mexicanas tales como el alcohol, Acido acético y fcidos in- 
dustriales y estando en situaci6n excelente para competir con nosotros. 

4. Esta competencia ha creado una situaciOn grave, ya que en los filtimos 
meses se han abatido los precios mundiales de las hormonas en porcentajes | 
bastante elevados, como podr& usted observar del cuadro que a continuacién 
presentamos : 


| | 
Precio por | Precio por 


Producto gramo gramo Porcentaje de 
Agosto 1954 | Noviembre reduccién 
1954 : 
Ee ee ae ee ne ae ee ey ee eee 0. 65 0. 50 2 
SN ite iets ta ie naan and phtnacraay pee imaaesks 0.79 0. 68 14 
Acetato de Desoxicorticosteron_.....-....--.-----------.------ 3.10 2. 50 19 
UM 3 ni hi oo Ses sso ehateee Mir icdala nbc caonia 9. 60 0. 45 25 


Esta situacién es tanto mfs grave porque habiamos lo grado estabilizar los 
precios por mas de un afio, pero ahora la disponibilidad de estas materias primas 
mexicanas les permiten bajar los precios a los que nos vemos precisados a hacer 
frente, haciendo muy dificil nuestra situacién financiera y nuestra supervivencia. 

5. En nuestra opinién, el gobierno mexicana no puede apoyar dos politicas 
opuestas al mismo tiempo, o sea, que al mismo tiempo se fomente la industrial- 
izaci6n de los recursos naturales y se permita que cuando una industria ha 
desarrollado la forma de aprovechamiento de estos recursos naturales, pequefios 
exportadores envien materias primas al extranjero para que las firmas extran- 
jeras compitan con la industria mexicana, haciendo dificil su desarrollo y desen- 
volvimiento. Es natural que la razén por la que ésto ha podido suceder es que el 
gobierno no ha tenido conocimiento de esta situaci6n. Y decimos que este es el 
unico motivo, porque es obvio que el gobierno desea dar proteccién a nuestra 
industria, toda vez que ya con anterioridad ha sido protegida, haciendo prohibi- 
tiva la exportacién de las rafces que utilizamos como materia prima y que 
estin clasificadas en la Tarifa del Impuesto de Exportaci6n en la fraccién 28-74 
que goza de protecci6n arancelaria. En la misma forma han sido protegidos los 
simple extractos conteniendo saponinas en la fraccién 66—-40/. 

Precisamente por ésto hemos querido elevar a usted este memorandum para 
hacerle conocer este problema, ya que creemos que la proteccién que se nos ha 
dado al hacer prohibitiva la exportacién de las rafces que sirven de materia prima 
para la fabricacién de las hormonas esteroides y de los extractos simpels, debe 
complementarse para seguir una politica econédmica razonable en el caso de 
nuestra industria, con una medida similar aplicable a la Diosgenina, su Acetato 
y al Acetato de 16 dehidro Pregnenolén, productos de la primera fase en la pro- 
ducci6n de hormonas, que en esencia, son igualmente materias primas no indus- 
tralizadas totalmente en México y que permiten también que las firmas extran- 
eae dispongan de nuestros recursos naturales a coste sa jo y sin beneficio para 

e pais. 

6. Como sabemes que la polftica del C. Presidente de la Republica y de la 
Secretaria a su digno cargo es proteger la industria nacional, especialmente 
aquella que aprovecha nuestros recursos naturales, venimos a solicitarle esta 
protecci6n mediante las medidas qué hagan prohibitiva la exportacién de estos 
productos para poder asegurar la supervivencia de nuestra empresa. De no 
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otorgirsenos esta protecci6én, Syntex, S. A., desaparecerfa y cerca de mil traba- 
jadores perderfan su fuente de trabajo. Ademfs, el pais dejaria de recibir 
divisas por valor de cinco millones de d6lares anuales, con el consiguiente per- 
juicio para la economfa nacional. 

De toda esta exposici6n de hechos, puede hacerse el siguiente : 


RESUMEN 


(a) La exportacién de productos intermedios en la fabricaci6n de hormonas, 
que estén haciendo diversas firmas entre ellas FARQUINAL, est4 perjudicando 
seriamente a nuestra industria. 

(b) Esta exportaci6n, permite a las fabricas extranjeras aprovecharse de los 
recursos mexicanos sin inversiones en nuestro pais. La competencia que se les 
hace posible, perjudica grandemente una industria mexicana que produce una 
cantidad importante de divisas y el beneficio que estos exportadores tienen es 
easi nulo. — 

Esto puedo comprobarse con la investigaciOn que usted nos ha prometido se 
haré en FARQUINAL para observar su reducida producci6n y utilidad. De los 
datos que usted obtenga podrfi ver que beneficio muy bajo para estas casas, 
se esté permitiendo a las firmas extranjeras entrar conventaja en el mercado 
poniendo en situacién critica a una industria como la nuestra que tiene necesidad 
de soportar un cuerpo muy fuerte de investigadores y hacer fuertes inversiones 
para diversificar su producci6n y poder hacer todas las hormonas esteroides. 

Los datos esenciales que pueden pedirse a Industria Nacional Quimico Farma- 
céutica, son: 

1. Volumen de exportacién de Diosgenina durante 1953, y de enero a 
octubre de 1954, 

2. Precio de venta de dicho producto, incluyendo el actual, y 

3. Pais o paises de destino del producto. 

(c) La protecci6n que se ha dado a nuestra industria fijando aranceles de 
exportaci6n prohibitivos para la planta materia prima y para los extractos 
de ella, debe ampliarse fijando aranceles también prohibitivos para los productos 
de la primera fase de la fabricaci6n de hormonas evitando asi que con un simple 
paso quimico se exporte un producto sin derechos de exportaci6n burlando 
asi la intencién del gobierno mexicano de proteger nuestra industria. 

Por todo lo anterior, y para evitar el dafio que estos exportadores estin ha- 
ciendo a nuestra industria y no s6lo a ella sino también a la economia mexicana, 

A Usted C. Secretario, atentamente pedimos: 

Que dicte sus estimables 6rdenes para que se estudie a fondo la situacién que 
exponemos a usted en este escrito, comprobindose nuestras afirmaciones en los 
libros de la sociedad estatal Industria Nacional Quimico Farmacéutica y en lo 
posible que se digne usted mostrarnos estos datos en forma confidencial. 

Que la Secretaria’ a su digno cargo opine ante Aranceles de la Secretaria de 
Hacienda que es necesario fijar derechos de exportaci6n altos a las exportaciones 
de Diosgenina, su acetato y al Acetato de 16 dehidro-pregnenol6n completando 
de esta forma la protecci6n a nuestra industria, proteccién que nos ha sido dada 
con anterioridad al fijar altos impuestos a la exportaciOn de las raices 0 extractos 
que contengan saponinas. 

Que se dicten las 6rdenes necesarias para que desde luego, la exportaci6n 
de estos productos quede sujeta a permiso de exportaci6n con el propdsito de 
restringirla totalmente, para evitar que firmas extranjeras se aprovechen de 
nuestros recursos con grave dafio a nuestra industria y a la economfa del pais. 

Que la tramitaci6én de esta instancia se haga con carfcter urgente pues nuestras 
exportaciones, desde este mes de noviembre comenzaran a declinar sensiblemente 
y en dos o tres meses la situacién de nuestra industria puede verse irreparable- 
mente afectada. 

Reiteramos las seguridades de nuestra atenta y distinguida consideraci6n, 


México, D. F. 25 de noviembre de 1954. 


Mr. Hotianaven. I would like to offer a transiation by the Librar 
of Congress from Spanish into English, from Mexico, Diario Oficial, 


dated May 13, 1955, a— 


decree which amends the Tariff of General Export Duties and its Classification 
Schedule (tubers, roots, stalks, and extracts therefrom for the manufacture of 
pharmaceutical products, natural or synthetic hormones, etc.). 
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This decree shows a substantial increase in the export tariff of the 
various products with which we are dspling- 

Senator O’Maunoney. It may be received. 

(The document is as follows :) 


(Translation from Spanish] 
{From Mexico Diario Oficial, May 13, 1955] 


DeEcREE WHICH AMENDS THE TARIFF OF GENERAL Export DUTIES AND ITs CLAS- 
SIFICATION SCHEDULE (TUBERS, Roots, STALKS AND PARTS OF PLANTS, EXTRACTS 
THEREFROM FOR MANUFACTURE OF PHARMACEUTICAL PRopUCTS, NATURAL OR SYN- 
THETIC HORMONES, ETC.) 

DECREE 


Sole article—The Tariff of General Export Duties and its Classification 
Schedule are amended by the modifications, additions and eliminations which 
appear in the following Classes : 


28-74. Tubers, roots, stalks and parts of plants, even in powder form, contain- 
ing saponins, whose gluconic grouping is a steroid, considering as such 
those whose saponin content is identifiable where a concentrated aleoholic 
solution of the plant is placed on a watch crystal, and sliding a drop of 
sulphuric acid slowly over it, it develops a line reddish yellow in color in 
the center, of the au... 5 er eS K. B. $5,000.00 

($5,000 pesos per gross kilogram) 

66-40. Extracts in any state, for manufacture of pharmaceutical products, which 
contain saponins whose gluconic grouping is a steroid, considering as such 
those whose saponin content is identifiable where a concentrated alco- 
holic solution of the plant is placed on a watch crystal and sliding a drop 
of sulphuric acid slowly over it, it develops a line reddish yellow in color 
STR COURT OR, CG FIN gw PIL K. L. $3,000.00 

($3,000 pesos per legal kilogram ) 

66-41. Natural or synthetic hormones, esters of the latter and steroids, with the 
exception of those covered in classes 66—42 and 66-48______________ FREE 

66-42. Diosgenin and its esters, and diosgenin acetate: 


1, £0008 OF Cresta, comune. PO G. L. $2. 50 

($2.50 pesos per legal gram) 

In other types of containers... es ang oa G. L. $3. 00 

66-43. 16 Anhydro pregnenolone and its esters, and 16 anhydropregnenolone 
acetate : 

ip eaeen Or. cree eonhernere. a? he is Sas G. L. $2. 00 

in. oLner. tyeee OL conpaimers. En ee slots uh bg G. L. $2. 50 


NOMENCLATURE 


6643-1 16 Anhydro-pregnenolone and its esters and acetate of 16 Anhydro- 
pregnenolone. 


6642-1 Diosgenin and its esters, and acetate of diosgenin. 

6640-1 Extracts in any state, for manufacture of pharmaceutical products 
containing saponin whose gluconic grouping is a steroid, considering as such 
those whose saponin content is identifiable where a concentrated alcoholic solu- 
tion of the plant is placed on a watch crystal, and sliding a drop of sulphuric 
acid over it, it develops a line reddish yellow in color in the center of the liquid. 


6629-3 Natural or synthetic hormones, as well as esters and steroids of all 
kinds. REPEALED. 


6641-1 Natural or synthetic hormones, esters of the latter and steroids, with 
the exception of those covered in classes 66-42 and 66—43. 


Transitional article—This decree will become effective on the day of its pub- 
lication in the “Diario Oficial” of the Federation. 


Mexico, D. F., May 7, 1955. 


Mr. Hottasaven. I would like to offer this as the next exhibit, 
another letter, on the letterhead of Syntex, S.A., to the Tariff Division, 
Department of the Treasury and Public Credit. 

I shall read excerpts from this, sir. 
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Mextoo Ory, July 5, 1955. 

Syntex, S. A., indicating as its (headquarters the) domicile of its President 
and fully authorized General Representative, Dr. Licio Lagos—Avenida Fran- 
cisco I, Madero No. 34—begs to state respectfully : 

In our letter of last March 12, we proposed certain reforms to the Tariff Com- 
missioner with a view to placing prohibitive excise taxes on dioscorea plants 
containing saponines (sec. 28-74) and extracts from said plants (sec. 66-40), 
and, finally, diosgenine, its esters and acetate (sec. 66-48). These reforms were 
approved, as apparent from the Decree of May 7 of this year, which was published 
in the Diario. Oficial for the 19th of the same month. 

Since our above letter of March 12, we beg to announce, the action taken helped 
only temporarily to stave off the serious threat by which the national synthetic 
hormone industry is faced at the present time, and while other, more advanced 
hormones may constitute a similar threat or inconvenience, a study should be 
made and a tax should be imposed with the firm intention of expanding the na- 
tional industrialization processes; while, on the other hand what we did say and 
are now repeating, concurs perfectly with the thesis sustained in this respect by 
the government in the matter of industrailization being determined to have 
Mexico stubbornly follow the pattern of total transformation of its raw materials. 


This letter continues, sir, setting forth the proposals that they make 
for an increase in the tariff. This is the export tariff, not an import 
tariff. 

Since this is being received into the record, as an exhibit, I shall 
not read any further of it. 

Senator O’Manoney. The document will be received as well as the 
others in its entirety. 

(The document is as follows :) 

[Translation (Spanish) by —— Reference yarn. the Library of Congress, 


ashington 25, D. C.] 
Mexico Ciry, July 5, 1955. 
SYNTEX, S. A. 


SYNTHETIC HORMONES 


1214* kilometer point of the road to Toluca 


To the Tariff Division, 
Department of the Treasury and Public Credit: 

“SYNTEX, S. A.”, indicating as its [headquarters the] domicile of its Presi- 
dent and fully authorized General Representative, Dr. Licio Lagos—Avenida 
Francisco I. Madero No. 34—begs to state respectfully : 

In our letter of last March 12, we proposed certain reforms to the Tariff Com- 
missioner with a view to placing prohibitive excise taxes on dioscorea plants con- 
taining saporines (sec. 28-74) and extracts from said plants (sec. 66-40), and, 
finally, diosgenine, its esters and acetate (sec. 66-43). These reforms were ap- 
proved, as apparent from the Decree of May 7 of this year, which was published 
in the Diario Oficial for the 19th of the same month. 

Since our above letter of March 12, we beg to announce, the action taken helped 
only temporarily to stave off the serious threat by which the national synthetic 
hormone industry is faced at the present time, and while other, more advanced 
hormones may constitute a similar threat or inconvenience, a study should be 
made and a tax should be imposed with the firm intention of expanding the 
national industrialization processes ; while, on the other hand, what we did say 
and are now repeating, concurs perfectly with the thesis sustained in this respect 
by the governmert in the matter of industrialization, being determined to have 
Mexico stubbornly follow the pattern of total transformation of its raw materials. 

Independent of the fundamental problem, which has been debated in the De- 
partment of the National Economy and which involves the control of the hormone 
industry in Mexico on the basis of the provision of section I of article 12 of the 
Organic Law [Constitution] [and] of Constitutional article 28 concerning Mat- 
ters of Monopoly, a graduated [progressive?] excise tax schedule is indispensable 
- that they may embrace products subsequent to those considered in the Decree 
of May 13. 


*Other letter specified “1344 kilometers * * *,’’—Translator. 
822883—57——-5 
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Our petition for protection in that respect of the industrial development of the 
field in which we are operating is conducive, via the exporation of the products 
referred to by us and exported for obvious reasons, to benefiting the fiscal in- 
terests [public treasury]. 

From the 16-dehydro-pregnenolone, on which a prohibitive excise tax has al- 
ready been levied, three other products not actually hormones are derived by a 
simple chemical process: (‘a@) pregnenolone acetate and esters, which are ob- 
tained by catalytic hydrogenation (b) 16-dehydro-pregnenolone oxime, acetate 
and esters, obtained by treatment with hydroxylamine hydrochloride, and (c) 
epoxypregnenolone, its acetate and esters, derived from oxidation by hydrogenous 
peroxide. 

Finally, a special excise tax should also be levied on progesterone. 

As for pregnenolone and progesterone, even when used as direct hormone prod- 
ucts, their volume of consumption in that condition is entirely limited, but 
either one is used in bulk volume as raw material in manufacturing cortical 
hormones. 

The minimum excise tax which we are proposing for the products mentioned 
is the following : 


66-44 Epoxypregnenolone and 16-dehydro-pregnenolone oxyme, ace- 


tates and esters, in glass or crystal containmers___.._....___-____ G. L. $1. 75 

im Other ig pes OF, COntAINOR i i es se G. L. $2. 00 
66-45 Pregnenolone, acetate and esters, in glass or crystal con- 

I ict ta Nl cies apse oestien ttn revisions Sasetims bien aepeteniins G. L. $0. 75 

ae Olver Commenre oe ed de Se G. L. $1. 00 
66-44 Progesterone, enol-esters, and mono-cetal and dicetal, in glass 

Gu cieibn GumeRiOii sce Siri densi a ce eee dS G. L. $0. 50: 

ROE EOE SOE OOO aa iii is ie kk cn igen G. L. $0.75 


Modification [amendments] requested by us in the excise tax on exports 
would involve the addition of Section 66—41, the exception [exclusion?] referred 
to in present sections 66-42 and 66—48 to include the proposed [sections] 66—44,. 
66-45, and 66—46, 

Just as we carried out our verbal proposals the other time. we pledge our- 
selves right here and now to supply identification to methods and techniques 
and to turn over, free of charge, such equipment [machinery] as may be lacking 
for properly testing the products on the export of which we request the levying 
of excise taxes. 

Failure to follow the procedure outlined by us would weaken confidence in 
planning and manufacturing more advanced products, in the study of which 
long years and considerable funds have been invested, and frustrate the ob- 
jective of progressively forcing new manufacturing stages which would displace 
the country from its traditional position of exporter of raw materials. 

We are sending a copy of this letter to the Secretary of the National Economy 
to whom certain parties interested in the production of hormones have cate- 
gorically stated that the Decree of May 13, establishing excise taxes for dios- 
genine and 16-dehydro-pregnenone, is incomplete [inadequate] because of the 
possibility of circumventing, through relatively simple processes, its original 
purpose, the furtherance of stepped up industrialization which would also bene- 
fit the fiscal interests [public treasury]. 

Reiterating the assurances of our respectful consideration, 

SYNTEX, S. A. 
Dr. Licro Lagos, 
President. 


= 


Mexico City, July 5, 1955. 
Copy to Secretary of the National Economy. 
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(Following is the original letter.) 
SINTEX S. A. 
HoRMONAS SINTETICAS 


Kilometro 12% dela carretera a Toluca 


Secretaria de Hacienda y Credito Publico, 
Comision General de Aranceles: 


“SINTEX”, S. A., sefialando como domicilio el de su Presidente y Apoderado 
General Licenciado Licio Lagos—Av. Francisco I. Madero No. 34-, respetuosa- 
mente exponemos: 

En nuestro escrito de fecha 12 de marzo ultimo, promovimos algunas reformas 
al Arancel de Exportaci6n tendientes a gravar prohibitivamente las plantas dio- 
seoreas con contenido de saponinas (fracciému 28-74), los extractos de dichas 
plantas (fraccién 66-40) y finalmente la Diosgenina, sus ésteres y acetato 
(66-42) y 16 dehidro-Pregnenolona, sus ésteres y dAcetato (fraccién 66-43). 
Estas reformas se aceptaron, como aparece del Decreto de fecha 7 de mayo del 
presente aiio, publicado en el Diario Oficial correspondiente al 19 del mismo mes. 

Desde nuestro citado escrito de 12 de marzo, nos permtimos advertir que la 
situaci6én planteada s6élo ayudaria provisionalmente a prevenir el grave riesgo 
a que est& sujeta en estos momentos la industria nacional de hormonas sinté- 
ticas, y que, a medida que otras hormonas mis avanzadas constituyeran el mismo 
riesgo o inconvenientes, deberfas estudiarse y gravarse con la tendencia firme 
de que los procesos de industrializacion nacional tengan may6 amplitud, medida 
quo por otro lado dijimos y repetimos ahora, concuerda perfectamente con la 
tesis sutentadas al respecto por el gobierno en materia de industrializaci6n, 
que tienden a que México prosiga con toda tenacidad elritmo de totaltrans- 
formaci6n de sus materias primas. 

Independientemente del problema fundamental que se esti debatiendo ante 
la Secretaria de Economia y que consiste en reglamentar la industria de las hor- 
monas en México, con base en lo que establece la fraccién I del articulo 12 de la 
Ley Organica del articulo 28 Constitucional en Materia de Monopolios, es indis- 
pensable continuar escalonando los gravimenes para que éstos aleancen a prod- 
uctos subsecuentes de los que consider6 el Decreto de 13 de mayo. 

Nuestra solicitud, a la vez de proteger en ese aspecto el desarrollo industrial 
de la rama que nos ocupa, tiende a favorecer el interés fiscal mediante exporta- 
cién de los productos a que nos referimos, los cuales de todos modos se exporta- 
rin por razones obvias. 

Después de 16 Dehidro-Pregnenolona, a la que ya esti fijado un gravamen 
prohibitico, se encuentran tres productos mis, que atin no son hormonas y que 
derivan del producto citado por un simple paso quimico: a) Pregnenolona 
Acetato y ésteres, que se obtiene mediante una hidrogenaci6n estalitica; b) 
Oxima 16-Dehidro-Pregnenolona, acetato y ésteres, logdrados mediante tratami- 
ento con hidrocloruro de hidroxilamina, y c) Expoxipregnenolona, su acetato y 
ésteres, provenientes de oxidacién con peréxido de hidr6égeno. 

Finalmente procede fijar gravamen especial tambien a la Progesterona. 

La Pregnenolona y la Progesterona atin cuando tengan aplicacién como pro- 
ductos hormonales directos su volumen de consumo en esa condicién, es absoluta- 
mente limitada y la aplicacién en grueso de una y otra se efecttia emple‘indolas 
como materia prima en la fabricaci6n de hormonas corticales. 

La tarifa minima que proponemos para los productos mencionados, es la 
siguiente: 


66-44 Epoxipregnenolona y Oxima 16 Dehidro-Pregnenolona, acetatos y 
ésteres, en envases de vidrio o cristal ie SL75 
Ein envyases de otras clases... le cea G. L. . 00 
66-45 Pregnenolona, acetato y ésteres, en envases de vidrio o de 
cristal mm 5 
nis | Mt isi caidotelck eum ~<cuia ee . 00 
66-44 Progesterona, enol-ésteres y mono y di-cetal, en envases de vidrio o 
de cristal -L. 0.50 
0. 75 


Las modificaciones que solicitamos al arancel de exportaci6n implicarfan la 
adici6n de la fracci6n 66-41, para que la excepcién en que se alude a las fracciones 
actuales 66-42 y 66-43, comprenda las propuestas: 66-44, 66-45 y 66-46. 
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En la misma forma en que cumplimos nuestros ofrecimientos verbales la vez 
anterior, nos obligamos también ahora a proporcionar todos los métodos y 
técnicas de indentificaci6n e inclusive a ceder gratuitamente los aparatos que 
hagan falta tendientse a que los Vistas puedan determinar los productos cuyos 
graviamenens de exportaci6n solicitamos. 

De no seguirse el procedimiento que seifialamos, se debilitarfa la confianza en la 
proyecci6n y elaboraci6n de productos, mis avanzados, en cuyo estudio se han in- 
vertido largos afios y cantidades considerables y se anularia el propésito de forzar 
gradualmente a nuevas estapas de elaboracién que alejen al pais de su posicién 
tradicional de exportador de materias primas. 

De este escrito estamos enviando copia al C. Secretario de Economia, ante el 
cual algunos de los interesados en la producci6n de hormonas han expresado 
categoricamente que el Decreto de 13 de mayo creando gravamenes para la 
Diosgenina y la 16 Dehidro-Pregnenolona es incompleto por cuanto a que mediante 
procesos relativamente simples se puede eluidir el propésito que lo inspiré de 
— un grado mayor de industrializacién favoreciendo de paso el interés 

seal. 

Reiteramos las seguridades de nuestra atenta y respetuosa consideraci6n. 

“SINTEX”, S. A. 
Lic. Licto Laeos, 


Presidente. 
Mé€xtco, D. F., 5 de Julio de 1955. 
CC Secretaria de Economia. 


Mr. Hottapavuen. So that the record will be complete on that. 

Senator O’Manoney. Yes, sir. 

Mr. Hotzazaven. I call your attention to the unitary nature of the 
Syntex operation and call your attention, Mr. Chairman, to the fact 
that American Steroids, Inc., in Puerto Rico, processes the hormone 
intermediates, shipped to it by Syntex, S. A., and sells resulting prod- 
ucts to United States pharmaceutical manufacturers, either directly or 
through Chemical Specialists, Inc., a United States corporation. And 
I am referring to the last one here. 

In response to a letter from you, Mr. Chairman, to Eduardo R. Gon- 
zalez, Collector of Customs, Bureau of Customs, San Juan, Puerto 
Rico, we received this letter containing certified information taken 
from the various entries filed at the Office of the Collector of Cus- 
toms in San Juan, Puerto Rico. This exhibit shows the information 
regarding steroid hormones imported into Puerto Rico, for the years 
1954 and 1955, shipped by Syntex, S. A., of Mexico City. 

With the Chairman’s permission I ask that this be received in 
evidence. 

Senator O’Manoney. It will be received. 

(The file is as follows :) 


TREASURY DEPARTMENT, 
BUREAU OF CUSTOMS, 
San Juan, P. R., June 7, 1956. 
Hon. Josepu C. O’MAHONEY, 
United States Senate, Committee on the Judiciary, Subcommittee on Patents, 
Trademarks, and Copyrights, Washington, D. C. 

Sir: In response to your letter of May 29, 1956, I am transmitting herewith 
information regarding shipments of steroid hormones to Puerto Rico by Syntex, 
S. A., of Mexico City during the years 1954 and 1855. 

The information furnished does not include a few shipments entered under 
various entries which have been the subject of protests, now in care of the 
United States Customs Court, 201 Varick Street, New York 14, N. Y. We don’t 
have copies of such entries on file. 

‘ lly, 
ai Sa Hpvuarpo R. GONZALEZ, 

Collector of Customs. 
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Information regarding steroid hormones imported into Puerto Rico, shipped by 


September. _- 
October 
November. _-_- 
December 


January 
February 


September 
October 


CRUDE 16 DEHYDRO 


Syntea, 8, A., of Mexico City 
CRUDE PREGNENOLONE 


Quantity 
(kilograms) 


$21 
50, 
23 
105, 
79 


33, 


37 


19, 


, 250 | 
, 000 | 
, 100 
, 000 | 
, 800 | 
, 600 | 
950 
, 800 | 
, 050 


§, 600 


Quantity 
ilograms) 


500 
606. ! 
1, 008 
700 
1, 000 
2, 160 
965 
1, 900 
400 
1, 100 
300 
300 








24, 000 
9, 200 | 


, 000 


30, 000 
20, 000 
50, 000 |___- 
000 fice. 
30, 000 | 


, 000 


36, 000 


160, 


, 000 


' 


ACETATE 


$90, 000 
108, 170 
181, 000 
126, 000 
153, 000 
223, 500 
96, 500 
190, 000 
40, 000 
110, 000 
30, 000 
30, 000 


CRUDE COMPOUND S MONOACETATE, CRUDE 21 ACETOXY 17 HYDROXY 


PROGESTERONE 








I certify that the above information was taken from the various entries filed 
at the office of the collector of customs at San Juan, P. R. 


A. Diaz, Deputy Collector of Customs. 


JUNE 6, 1956. 
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Mr. Hoiianaven. Now, Mr. Chairman, I wish to turn to a new 
matter relating to the monopoly position achieved by Syntex in the 
manufacture and sale of the steroid hormones from plant sources. 

On August 26, 1955, as it will appear from these letters, the Mexican 
Minister of Economy suggested a meeting in Mexico of representa- 
tives of the United States pharmaceutical companies. None of the 
United States pharmaceutical companies attended such a meeting, 
but did write letters stating their respective views. 

I would like to offer these letters into evidence, and to read the first 
one which is dated September 7, 1955, from T. F. Davies Haines, 
president, Ciba Pharmaceutical Products Co., Inc., in Summit, N. J., 
to Elmer H. Bougerie, Counselor for Economic Affairs, Embassy of 
the United States, Mexico City, dated September 7, 1955. The letter 
reads: 


Dear Sim: Mr. Francis C. Brown, president of Schering Corp., has told me of 
his recent conversations with you and with certain officials of the Mexican 
Government concerning governmental control of the manufacture and export of 
diosgenin and various intermediate products used in the manufacture of hor- 
mones. Mr. Brown told me, in particular, of the possibility of organizing a 
meeting of the United States pharmaceutical manufacturers interested in these 
products with some of the Mexican officials. 

Ciba is an important manufacturer of hormones and as such is greatly in- 
terested in the supply of the materials from which they can be produced. As 
far as the importance of the subject is concerned, therefore, I should be glad to 
go to Mexico for the purpose of attending the meeting. I am, however, some- 
what doubtful that it could be productive of positive results. Mr. Brown has 
told me that you are thoroughly conversant with every aspect of this rather 
troublesome matter, and I would therefore greatly appreciate your advice as to 
whether or not I should try to plan to attend. 

Although you are already familiar with our own position in the matter, it 
may be helpful if I summarize it again. 

From experimental work we have done over a period of years, we know 
that our hormones could be more economically manufactured from diosgenin 
extracted from barbasco plants than from cholesterol. We have, however, con- 
tinued to use cholesterol as a starting material because we have been unable to 
obtain commercial quantities of diosgenin or of intermediates made therefrom 
at prices that would enable us to be competitive in the sale of the finished 
products in the world markets. The high cost of these materials of Mexican 
origin was due to the fact that Syntex had a virtual monopoly in this field and, 
either because its manufacture was not very efficient or for other reasons, main- 
tained their prices at a level which, to us at least, were too high to be worth 
while. 

At the same time we knew that diosgenin and intermediates made therefrom 
could be produced in Mexico at a cost which would make them the most econom- 
ical starting material for hormones. We, therefore, considered setting up a 
manufacturing plant on the premises in Mexico of our affiliated company, CIBA 
de Mexico, 8. A., and even went so far as to design the plant. We then received 
intimation that because either of governmental interference or of even more 
direct action from other quarters we would never be permitted to get into pro- 
duction. At about this time Dr. I. V. Sollins told us he was organizing Productos 
Esteroides and would supply us with hormone intermediates at reasonable 
prices. We accordingly abandoned our plans to set up our own manufacuring 
facilities and told Dr. Sollins we would buy intermediates from him if he could 
produce them. 

Dr. Sollins then informed us of the difficulties he was encountering with the 
Mexican authorities and the possibility that he could not supply us. As our 
hormone business is of very considerable importance to us, we naturally sought 
to find sources of supply outside of Mexico. We accordingly sent two expeditions 
to other countries and have now found that high-yielding roots can be obtained 
from them. We are actually at the moment making arrangements for regular 
collection, drying and shipping. 

You can thus understand why I am reluctant to take the time to attend a meet- 
ing in Mexico which might only result in some more or less temporary arrange- 
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ment by which the Mexican Government would control the production and ex- 
port of hormone intermediates.so as to protect a single producer, Syntex, and 
maintain the prices at artificially high levels. Our interest in Mexico as a source 
of supply for these products could only be revived if we were reasonably sure 
that their production and prices would be governed by free competition unfet- 
tered by artificial controls. 

I have heard from both Mr. Brown and Dr. Sollins of the energetic representa- 
tions you have made for the protection of the interest of the United States phar- 
maceutical houses and wish to add my thanks to theirs for all you have done on 
our behalf. 

Very truly yours, 
T. F. Davies HAINES. 


I also wish to offer into evidence a letter of September 29, 1955. 

Senator O’Manoney. Is this the same letter ? 

Mr. Hotiazaucnu. The second one. 

Senator O’Manoney. By the same individual? 

Mr. Hotianauen. Yes, sir. I was going to offer that in evidence 
and not read those. 

Senator O’Manoney. Make certain that the name of the author ap- 
pears at the close of what you have read. 

Mr. HotiaBnauen. The letter was signed by T. F. Davies Haines. 

Senator O’Manonry. Who is he? 

Mr. Hottapauen. He, sir, is the president of Ciba Pharmaceutical 
Products, Inc., of Summit, N. J., here in the United States. 

I also have a letter for introduction of July 27, 1955, from the same 
Mr. Haines, to Mr. Elmer H. Bourgerie. 

Senator O’Manoney. Who isthe latter ? 

Mr. Hotianauenu. He is Counselor for Economic Affairs, Embassy 
of the United States of America, Mexico City. 


DeaR Sir: Ciba Pharmaceutical Products, Inc., which has a plant employing 
some 1,200 people at Summit, N. J., is one of the principal manufacturers and 
sellers of hormone products in the United States. Our company has been a 
pioneer both in research and sales of these products, and is the holder of many 
basic patents covering the production and uses of steroids. Until now we have 
been producing our requirements from animal source materials, and indeed 
even at the present time we are still doing so. Recently, however, as the result 
of numerous investigations we decided to produce our requirements from inter- 
mediates manufactured from Mexican vegetable source materials. 

After we made this decision, we entered into a contract with a newly organized 
company to supply us with certain products which it would produce from the 
Mexican Dioscorea root. This supply contract was entered into freely on the 
basis of competitive pricing and other normal business considerations in a free 
and open market. Our decision to shift our requirements to supplies coming 
from Mexico obviously meant for the Mexican economy as a whole an increase 
in both manufacture and export. 

At the time we made this decision, however, we were not aware that there 
were under consideration by the Mexican Government proposals for the limitation 
of free trade in the steroid hormone industry. We do not feel it consistent either 
with our company’s interests or with our general concept of freedom of trade and 
commerce to be subjected to a supply market which would be restricted as to 
its competitiveness. 

It is hard to believe that the Mexican Government is seriously contemplating 
the establishment of controls which would eliminate free competition among the 
various hormone manufacturers, new or old, that are operating in that country. 
But if the Mexican Government should issue regulations curtailing a free com- 
petitive market and thus eliminate fair and open competition, our company 
would rather continue to produce from animal source materials or seek supplies 
of vegetable source materials from other countries where the raw materials are 
known to be abundant and the right to free markets is guaranteed. 

Very truly yours, 
CIBA PHARMACEUTICAL Propucts, INC., 
T. F. Davies Hatnes, President. 
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Copy to Hon. Henry Holland, Assistant Secretary of State for Latin American 
Affairs, the State Department, Washington, D. C. 


_ Now, Mr. Chairman, that completes the reading of that letter and it 
is 4 the President of the Ciba Pharmaceutical House. 

(‘The letters of September 7, 1955 and July 25, 1955, were read in full. 
The letter of September 29, 1955 is as follows:) 


ELMER H. Boureertr, Bsq., 
Counselor of Embassy, United States Embassy, 
Mevzico, D. F., Mevico. 

Deak Mr. Bourcerie: Your letter of September 14 explains fully the great 
efforts you have made to persuade the Minister of Economy not to make it im- 
possible for the American pharmaceutical industry to obtain starting materials 
for hormones in Mexico. 

After thinking the matter over it seemed to me that it might prove helpful 
if I wrote to the Minister repeating the arguments you have already presented 
tohim. This I have done in a letter of which I enclose a copy. 

It is quite likely that I shall visit Mexico before Christmas. If I am able to 
do so, I shall ask if I may call upon you to discuss whether or not the situation: 
as it may then exist would make it desirable for me to see the Minister. 

Very truly yours, 


SEPTEMBER 29, 1955. 


T, F. Davies HAINEs. 


Mr. Hotiasaveu. I have other letters dealing with the same matter 
which I shall not read but will offer into the record. 

Senator O’Manonry. They may be received. 

Mr. Hotxiasavenu. The first such letter is from Mr. E. Gifford Up- 
john, president, the Upjohn Co., to Mr. Bourgerie, dated September 
2, 1955. Also attached is another letter from Mr. Upjohn to the same 
Mr. Bourgerie of July 25, 1955. 


(The two letters referred to are as follows:) 


JULY 25, 1955. 
Mr. ELMER BouURGERIE, 
Counselor for American Affairs, 
Embassy of the United States of America, 
Mevzico, D. F., Mexico. 


Dear Sir: It has been reported to us that the Ministry of National Bconomy 
of the Government of Mexico in order to protect a virtual monopoly which has 
been enjoyed by a Mexican company, is contemplating the issuance of regula- 
tions relating to the collection and allocation of Barbasco (Dioscorea) supplies 
in Mexico. Such controls would be designed to require American pharmaceu- 
tical manufacturers to deal with a specific Mexican firm solely because they 
have done so in the past. 

Specifically we are advised that one of the proposals presently being con- 
templated by the Ministry would divide the purchasers of hormone products 
into two categories: (a) “Old customers” meaning pharmaceutical firms who 
are currently or who have during the past year purchased any of their require- 
ments from Syntex in Mexico or its affiliates in the United States or from any 
other previously existing Mexican hormone manufacturers (Protex, 8. A., Dio- 
synth, S. A.); and (b) “New customers’ meaning pharmaceutical firms who 
have never purchased any of their requirements from Syntex in Mexico, its 
affiliates in the United States or any other previously existing Mexican hormone 
manufacturer, or who have not purchased any such requirements during the 
past 12-month period. We understand that no firm, American or otherwise, in 
the category of old customers would be permitted to purchase any of its hor- 
mone requirements from a newly organized company in Mexico unless and until 
they have first purchased substantially the same amount of steroid hormone 
products from Syntex, Protex, or Diosynth as they may have historically pur- 
chased in the past. Obviously this would tend to seriously inhibit the develop- 
ment of smaller competing companies. 

The Upjohn Co. has been and is now a customer of Syntex. We have enjoyed 
friendly relations with them and they have given us good service. Naturally 
we plan to continue to do business with them providing they continue to give 
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good service at competitive prices. However, as a matter of policy we consider 
it wise not to commit ourselves to purchase all of our requirements from any 
one source and we certainly expect to be able to exercise our prerogative to 
purchase from someone else if we can do so to advantage. 

While our firm recognizes the right of the Mexican Government to issue and 
enforce regulations concerning domestic affairs, we must object to a regulation 
which in the absence of a national emergency directs us to purchase our re- 
quirements from any single source no matter who it may be. It is contrary 
to our concept of good business practice to permit ourselves to become dependent 
upon a single source of supply for an important raw material. Moreover, to 
be required to deal with any given supplier violates the principles of free trade 
and competition which we firmly believe are in the best interests of everyone. 

We will appreciate it if you will please transmit this information by such 
means as may be available to the appropriate officials of the Mexican Govern- 
ment. 


Sincerely yours, 
THE UPJOHN Co. 


B. Girrorp UprgoHNn, M.D. 


SEPTEMBER 2, 1955. 
Mr. ELMER BOURGERIE, 
Counselor for American Affairs, Embassy of the United States of America, 
Mezico, D. F., Mexico. 

Deak Sir: We have just had a telephone call from Mr. Francis Brown, indi- 
cating that on his recent trip to Mexico he talked with you with regard to 
attempts which are being made to protect the virtual monopoly that exists in 
Mexico with regard to the collection and allocation of barbasco (Dioscorea) 
supplies. He stated that you have encountered a rather difficult situation in 
attempting to intercede on behalf of American buyers of these materials, and 
asked him to sound us out to see whether we would be willing to attend a 
meeting with you and the principals involved in an effort to work out some 
mutually satisfactory solution. 

We have discussed the matter and are convinced that our attendance at such 
a meeting would not serve any useful purpose. We would simply have to re- 
iterate the position which we have taken from the beginning. We have been 
and are rather large users of progesterone, which has been purchased in Mexico. 
We expect to continue to purchase progesterone in Mexico but we cannot con- 
done any regulation which would force us to buy from a particular supplier 
there. We have been a customer of Syntex and have enjoyed friendly relations 
with them, and they have given us good service. We plan to continue to do 
business with them providing they continue to give good service at competitive 
prices. 

We can only add that it is our belief that free trade and competition in this 
matter is not only to our best interest but it is also in the best interest of the 
Mexican economy as a whole. And other course is bound to encourage the de- 
velopment of sources of supply in other parts of the world. 

I want to take this opportunity to thank you for your diligent efforts in our 
behalf. 

Sincerely, 
BH). Girrorp Upsoun, M. D. 


Mr. Hoiiazaven. The next letter is from Henry W. Johnstone, 
senior vice president, Merck & Co., Inc., to Economic Minister Gil- 
berto Loyo, dated October 15, 1955. 

(The letter is as follows :) 


OcTOBER 15, 1955. 
Excmo. Lic. GrtBerto Loyo, 
Secretario, Secretaria de la Economia Nacional, 
Argentina No. 8, Mezico, D. F., Mexico. 


Deak Mr. Loro: The American Embassy in Mexico City, through Mr. Elmer 
H. Bourgerie, Counselor of Embassy for Economic Affairs, has conveyed to us 
your kind suggestion that we join other North American hormone producers in 
a Mexico City meeting with you and other government officials, to study possible 
Pe nna for government regulation of the Mexican steroid raw material in- 

ustry. 
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At the present time we do not use raw materials from plant sources in our 
steroid manufacture, however, having in mind the possibility of a future change 
in manufacturing processes that would use these materials we feel we should 
convey our thoughts to you. 

While we appreciate your kind invitation, we recognize that such meetings 
are generally difficult to arrange, inevitably unwieldy, and often unproductive. 
We, therefore, do not encourage plans to call the suggested meeting. 

As to the matter of government regulation, we recognize in principle the sov- 
ereign right of any government to regulate its industry in a manner required to 
best serve the interests of its people. In our own country, we believe that this 
has been accomplished, barring the unusual necessities of wartime, without undue 
restriction on the principle of free enterprise, which we as a people have em- 
braced and zealously guard. 

We understand and appreciate your interest in the protection of local industry. 
We believe, however, that local industry can best grow in an atmosphere of free- 
dom from unnecessary regulation, and with full opportunity for free and open 
competition in price and service with other local firms in the same industry. 

We would have no hesitancy in buying from “old” or “new” producers in the 
Mexican steroid raw material industry, assuming quality, price, and service the 
same. We would hesitate, however, at long-term commitments with any pro- 
ducer, “new” or “old,” because of the overall need to protect our ability to pur- 
chase competitively and simultaneously, to preserve our manufacturing flex- 
ibility. 

These are the considerations which we would urge, if we were to speak to you 
personally and frankly; and, we are confident that the interests of industrial 
growth, Mexican and North American, would be encouraged by their application 
in the field of regulation of the Mexican industry now under study by you. 

Respectfully yours, 


Merck & Co., INC., 
HENRY W. JOHNSTONE, 
Senior Vice President. 


Mr. Hottanaven. The next letters offered are those from Dr. Albert 
L. Raymond, vice president, G. D. Searles & Co., to the Minister of 


Economics, Mr. Loyo. These letters are dated September 6, 1955, 
October 12, 1955, and July 22, 1955. 
(The letters are as follows :) 


OcToBeER 12, 1955. 
Esemo. Lic. Grtperto Loyo, 


Secretario, Secretaria de la Economia Nacional, 
Argentina No. 8, Mexico, D. F., Mexico 


Str: We have been told by our commercial contacts in Mexico that you would 
be willing to have a representative of our company come to Mexico City, to dis- 
cuss with officials of the Ministry of Economy the proposals which are now be- 
fore your government with reference to regulation of companies manufacturing 
steroid hormone products. Rather than make such a trip at this time, we would 
like briefly to state our position in this matter. 

Our company, at the present time, is not selling any steroid hormone products. 
We do, however, have a group devoted to research on steroid hormones, and, 
quite obviously, we hope that we may eventually develop products of this nature. 
With this in mind, and also for our research purposes, we are looking for sources 
of steroid hormone raw materials and intermediates. In this search we have, 
quite naturally, looked to all sources known to us here in the United States, in 
Mexico, and also in foreign countries. In making any final commitment for 
large-scale purposes, We would expect to buy from the producer who was able to 
offer the most favorable terms. 

We know of at least five producers of steroid hormone starting materials 
and intermediates there in Mexico. In placing any order for commercial quan- 
tities of steroid starting materials or intermediates, we would be most unhappy 
if we were required to make our purchase from a particular company. 

At the present time Mexico has no monopoly either on production of steroid 
hormones or intermediates, or on the source materials from which they are ob- 
tained. I very much fear that excessive regulations or interference with com- 
petition might force companies like ourselves to turn away from Mexico in or- 
der to supply their needs. 
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We would be glad to answer any questions or amplify these views in any way 
which would heip to clarify our position. We are appreciative of your willing- 
ness to see and talk with us and hope that a letter can help compensate for our 
inability to come to Mexico at the present time. 

Respectfully yours, 
ALBERT L. RAYMOND, Vice President. 


SEPTEMBER 6, 1955. 
Mr. ELMER H. BourGERIE, 
Counselor for Economic Affairs, 
Embassy of the United States of America, Mevico, D. F. 


DEAR MR. BourGERIE: Something over a month ago I wrote to you expressing 
our interest in Mexico as a source of steroid starting materials. At that time I 
stressed the importance to us of a free and open market, in these commodities, 
and based on free competition among producers. I would like to reaffirm this 
position. One reason for my bringing it up at this time is the fact that supplies 
of steroid intermediates which we had expected some weeks ago have not been 
received, due, we are told, to lack of necessary production permits there in Mexico. 
This is forcing us to buy materials elsewhere in order that our research program 
may not be interrupted. 

We would appreciate anything you can do in the way of maintaining free open 
trade in this area. While we would be reluctant to come to Mexico solely for 
this purpose, we might be able to send someone to make an appeal in behalf of 
our company if this became necessary. Alternatively, would there be anyone 
within the Mexican Government or Ministry to whom we might write to further 
the cause of fair competition and open markets? 

Very truly yours, 


ALBERT L. RAYMOND, Vice President. 


Aveust 10, 1955. 
Mr. ELMER H. BouURGERIE, 
Counselor of Embassy for Economic Affairs, 
The Foreign Service of the United States of America, 
American Embassy, Mevico, D. F. 


Dear Mr. BourcerteE: Thank you for your letter of August 2 informing us of 
your efforts to maintain free competition in the steroid field. I feel that in the 
long run this will be profitable to everyone concerned, including Mexico itself. 

Very truly yours, 
ALBERT L, RAYMOND, Vice President. 


‘ JULY 22, 1955. 
Mr. ELMER H. BourGERIE, 
Counselor for Economic Affairs, 
Embassy of the United States of America, 
Mevico, D. F. 


Dear Str: Our company has just learned from a presumably reliable source 
that certain measures are being contemplated by the Mexican Government for 
the purpose of imposing regulations that will affect the manufacture and sale of 
steroid hormone products or intermediates emanating from that country. Al- 
though our company has no wish to intrude in measures that the Mexican Gov- 
ernment might take concerning the regulation of trade or commerce in Mexico, 
we do have a strong concern over any regulation that might be established to 
attempt to restrict our freedom to trade competitively. I should like to take this 
opportunity therefore to acquaint you with the views of our company. 

It so happens that our company has never engaged in the manufacture or sale 
of steroid hormone products; however, we are at the present time contemplat- 
ing entering the market, and consequently have a concern as to our sources of 
supply. We have placed an initial order for the purchase of certain steroid prod- 
ucts being manufactured for us by a newly organized company in Mexico. We 
have done so simply because we found, after investigating the competitive mar- 
ket, that the firm from which we are purchasing offered us the best prices for 
the products we desired. It never even remotely occurred to us that any gov- 
ernmental authority in Mexico might seek to direct our company, or any other, 
to purchase its requirements from one supplier or another. We ourselves believe 
in complete freedom of commerce, and we cannot accept the proposal that there 
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be any restriction imposed upon us, or any other firm, to require the purchase of 
supplies either from any given country or from any given manufacturer. 

Before embarking oti plans to enter the hormone market we naturally investi- 
gated various sources of supply in Mexico, in the United States, and elsewhere, 
and we also considered the possibilities of using animal source materials as well 
as those coming from Mexican vegetable sources. It is our strong feeling that 
if the Mexican Government does establish controls of one sort or another affect- 
ing freedom of supply, our company, for one, would be far better off to seek 
suppliers working with raw materials obtained from countries outside of Mexico. 
We would be foolhardy indeed if we were to jeopardize the interests of our com- 
pany by entering the steroid hormone business based upon an exclusive Mexican 
source of supply, and under such regulations. We think other American phar- 
maceutical firms might have the same attitude. As a matter of general policy 
therefore our company feels that if such measures as have been reported to us 
as being presently contemplated in Mexico, are put into effect, we would need 
to take steps to obtain our requirements in other countries. 

Very truly yours, 
Apert L, Raymonp, Vice President. 


Mr. Hotxasaven. I now offer a letter from Mr. Gustav J. Martin, 
vice president and director of research, the National Drug Co., Phila- 
delphia, Pa., to Mr. Elmer H. Bougerie, dated July 27, 1955. 

(The letter is as follows :) 


JULY 27, 1955. 
Mr. ELMER H. Bouceri, 


Counselor for Economic Affairs, 
Embassy of the United States of America, Mezico, D. F. 

Deak Sir: The National Drug Co. has been engaged in the manufacture and 

sale of steroid hormone products in dosage forms for the last 5 or 6 years. We 
have always purchased our requirements of steroid hormones in bulk chemical 
form on an open competitive market, and most frequently from the United States 
of America affiliate of a principle Mexican hormone producer. We have done 
this, however, through free choice on the basis of price and availability compe- 
tition and not as the result of any kind of external pressure or force, govern- 
mental or otherwise. 
. We have been advised, as indeed has been the entire pharmaceutical industry, 
of recent developments in Mexico whereby one of the Mexican manufacturers has 
enlisted the aid of the government against the threat of competition from a new 
company. From what has been reported, it would seem that the Mexican Gov- 
ernment is considering the establishment of export control of some sort, the prin- 
ciple purpose of which would be to require buyers to purchase in the future only 
from such company or companies as they may have bought fromin the past. This 
means establishing a system of state-protected monopoly, a system entirely re- 
pugnant to our way of life and commerce. 

I would like you to know, as our Government’s commercial representative in 
Mexico, that our company would rather shift our purchases to entirely non-Mex- 
ican sources than be foreed to buy from any given company, no matter who it 
may be by such governmental action. Perhaps letters of this sort from other 
pharmaceutical houses in the United States, which after all is the: principle con- 
sumer of Mexican hormones, might help you to make this point clear to the Mex- 
ican authorities. 


Sincerely yours, 
Gustav J. Martin, Sc. D., 
Vice President and Director of Research. 


Mr. Hotiarnaven. I now offer a letter by John L. Davenport, exec- 
utive vice president, Charles Pfizer & Co., Brooklyn, N. Y., to Secre- 
tary of Economics, Loyo, dated November 11, 1955. 

(The letter is as follows :) 


NOVEMBER 11, 1955. 
Excmo. Lic. GrtBerto Loyo, 


Secretario, Secretaria de la Economia Nacional, 
Argentina No. 8, Mezico, D. F., Mevico. 
EXceLLeNcy: Mr. Elmer H. Bourgerie of the American Embassy, Mexico City, 
has kindly informed us of your suggestion that American pharmaceutical com- 
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panies, which purchase or contemplate purchasing hormone products, have a 
representative confer with you concerning proposals before your Government for 
regulating this industry. 

We understand that your Government has been concerned that American phar- 
maceutical companies would prefer to buy hormone products exclusively from 
companies other than Syntex, which might result in financial problems for the 
latter organization. We wish to assure you that our company is pleased to 
purchase hormone products from Syntex and, in fact, has recently entered into 
a 1-year agreement, effective December 1, 1955, to buy substantial quantities of 
such products from Syntex. We anticipate that our actual purchases from 
Syntex will be considerably in excess of the minimum amounts which our com- 
pany has agreed to buy under the provisions of this agreement. 

The Pfizer organization had a 1-year agreement for the purchase from the 
Syntex organization of various hormone products, which expired on April 30, 
1955, as you doubtless know. This previous agreement was executed as part of 
the termination of prior complicated contractual arrangements between the two 
organizations and resulted in our company buying hormone products in excess 
of our then-current needs. Now that our inventories of hormone products have 
been reduced, we are glad to enter into the current agreement for further 
purchases from Syntex. 

As a result of our past contractual relationships with the Syntex organization, 
our representatives are quite familair with the Syntex plant in Mexico City. The 
Pfizer organization, within the last 2% years, actively participated in the modern- 
ization of this plant and in the installation of the latest equipment. We regard 
this plant as at least as modern and efficient as any other existing plant any- 
where in the world for the manufacture of hormone products. In view of the 
efficiency of the plant and of its able management, we have no doubt that Syntex 
should be able to meet competition on hormone products from any third party in 
a free market. 

We do wish, however, to take this opportunity to express our views as to the 
desirability of our company having the right to buy hormone products from more 
than one source. American manufacturers, generally speaking, prefer to obtain 
their supplies from more than one source, so that if some disaster or other un- 
expected event should prevent delivery by one manufacturer, supplies would be 
obtainable from one or more manufacturers. We feel that our company should 
be free to do business with those companies which provide the best service and 
the highest quality products at competitive prices. 

While our company has been reluctant in the past to express its views on the 
proposals before your Government for regulating the hormone industry because 
we did not wish anyone to think that we were attempting to interfere in a 
matter of domestic concern in your country, we are pleased to express our views 
in response to your suggestion that we do so. We would naturally not be in 
favor of any system of allocating dioscorea root among Mexican processors or 
of limiting the quantities of the resulting product which any particular company 
might export, where the result might be to prevent either new or established 
companies from supplying us with hormone products on a competitive basis. If 
regulations of this type are imposed by your Government, and if the prices of 
hormone products made in Mexico are high as a result, we would be forced to 
intensify our search for supplies outside of Mexico. In this connection, we feel 
that the imposition of a substantial export duty on epoxypregnenolone acetate 
might well have far-reaching and unfavorable repercussions on the hormone 
industry in Mexico. 

We appreciate this opportunity to express our views to you and hope that our 
attorney, Mr. Edward Hidalgo, whom we have requested to deliver this letter 
to you, will have the opportunity to discuss the subject with you further on our 
behalf. We have asked him to obtain for us your views for our information 
and guidance. 

Very truly yours, 
JOHN L. DAVENPORT, 
Executive Vice President. 


Mr. Horianaucn. This completes the offer of letters, I wish, how- 
ever, to give a brief summation of their contents. 
_ (a) Insofar as these companies whose views are set forth in letters 
just offered, insofar as these companies have expressed themselves, 
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diosgenin from Mexican root is the most economical starting material 
for hormones. 

(b) Syntex, according to the letters, has a “virtual monopoly” and 
has maintained prices so high that at least one of these companies 
has expressly stated that it will not purchase from Syntex at these 

rices. 
: (c) Those companies not using diosgenin but who wish to do so, 
are deterred from utilizing diosgenin, because they refuse to rely upon 
a single company ; that is, Syntex, for supplies. 

(d) All of these pharmaceutical companies strongly favor a com- 
petitive situation and all express the vigorous opposition to restric- 
tions on sources, or prices, whether these restrictions are imposed by 
governmental authority or by a private company. 

And with that, I complete the first presentation of documentary 
information, Mr. Chairman, and I ask that Dr. Percy Julian be called 
as the next witness. 

Senator O’Manonery. Have you to your satisfaction summarized the 
story which you believe is told by the letters you have now entered into 
the record? 

Mr. Hotianauce. The summation which I just supplied, sir, re- 
lated to the summation as to the last group of letters. I have not un- 
dertaken a summation yet as to the restrictions on exportation and 
upon the obtaining of permits. 

Senator O’Manoney. You do not desire to do that now? 

Mr. HotiasavcH. Not at this moment. 

Senator O’Manoney. All right. You may proceed. 

Mr. Hotianavuen. Will Dr. Percy Julian come forward. 

Will you state your full name and address, Dr. Julian, for the record. 


STATEMENT OF DR. PERCY L. JULIAN, JULIAN LABORATORIES, © 
INC., FRANKLIN PARK, ILL. 


Dr. Juuran. Percy L. Julian, Julian Laboratories, Inc., 9352-58 
West Grand Avenue, Franklin Park, Ill. 

Senator O’Manoney. Mr. Julian, you are an educated chemist; you | 
have had your degree, have you not ? 

Dr. Juttan. Yes, sir. 

Senator O’Manonery. What is your degree ? 

Dr. Jouian. I took graduate degrees from Harvard University, and 
my doctorate from the University of Vienna in Austria, and I taught 
for several years in Washington. 

Senator O’Manoney. You are the Dr. Julian mentioned in Who’s 
Who, are you not ? 

Dr. Juin. I think so, sir. 

Senator O’Manoney. Isit Who’s Who in America, or Who’s Who in | 
the World? 

Dr. Juu1an. I do not know, sir. I think it is in Who’s Who in Amer- 
ica. I really haven’t bothered. 

Senator O’Manoney. What about that, Mr. Hollabaugh? Have 
you checked on that? 

Mr. Hotianaven. Yes; this is Who’s Who in America. 

Senator O’Manonry. Please read it into the record. 

Mr. HotiapaucH (reading) : 
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Percy LAVON JULIAN 


Julian, Perey Lavon, chemist; b. Montgomery, Ala., Apr. 11, 1899; s. James 8. 
and Elizabeth Lena (Adams) J.; A. B., DePauw U., 1920, D. Sc., 1947; A. M., 
Harvard, 1923; Ph. D., U. of Vienna, 1931; D. Sc., Fisk U., 1947, W. Va. State 
College, 1948, Northeastern U., 1948. Morgan Coll, 1950, DePauw U., 1947, 
Northwestern U., 1951; m. Anna Johnson, Dec. 24, 1935; children—Percy Lavon, 
Faith Roselle. Instr. chemistry Fisk U., 1920-22; Austin fellow chemistry, 
Harvard, 1922-23. research fellow biophysics. 1923-24, George and Martha 
Derby scholar chemistry, 1924-25, univ. scholar, 1925-26; prof. chemistry W. Va. 
State Coll., 1926-27; assoc. prof. chemistry, acting head dept., Howard U., 
1927-29 ; Gen. Edn. Bd. fellow, U. of Vienna, 1929-31; prof., head dept. chemistry, 
Howard U., 1931-32; research fellow, teacher organic chemistry DePauw U., 
1932-36; dir. research Soya Products Div., The Glidden Co., 1936-45, dir. re- 
search, mgr. fine chemicals, 1945-53; president Julian Laboratories, Inc., 1953—. 
Member board dirs. Mandel Clinic, Michael Reese Hosp., Chicago; mem. bd. 
trustees Provident Hosp., Chicago; v. p. bd. dirs. Roosevelt Coll., Chicago; mem. 
exec. bd. Chicago Round Table Christians and Jews; mem. bd. world service 
First Congl. Cr., Oak Park, Ill. Recipient Phi Beta Kappa Key, DePauw U., 
1920, Sigma Xi Key, Northwestern, 1945; Spingarn Medal, 1947; Distinguished 
Service Award for 1949-50, The Phi Beta Kappa Assn., Chicago, 1949; Chicagoan 
of the Year Award from Chicago Sun-Times, 1950. Fellow N. Y. Acad. of 
Science, Am. Inst. of Chemists. Contbr. articles to ptogl. jours. Holder patents, 
Address: Juiian Laboratories, Inc., 9852-58 W. Grand Ave., Franklin Park, 
Il. (Who’s Who in America, vol. 29, 1956-57. ) 

Senator O’Manoney. You were born in Alabama ? 

Dr. Jun1an. Yes, sir. 

Senator O’Manonery. Were your parents born there? 

Dr. Jutian. My mother was born in Louisiana and my father in 
Alabama. 

Mr. Hottapauen. As you can see, Dr. Julian has had a distinguished 
record in the field of science. 

Now, Dr. Julian, have you ever done research work in steroids? 

Dr. Juu1an. Yes, sir. I began research in steroids in 1936, and have 
been pursuing these researches since then, that is for 20 years. 

Mr. Hotiasauan. I see. 

How did you happen to get into the research of steroids? 

Dr. JuL1an. It was my job to refine soybean oil at my position at that 
time and I thought that we could or might possibly broaden the spec- 
trum of available steroids by extracting from the soybean oil, if we 
«ould economically, stigmasterol, one of the sterols that had been 
shown to be present in soybean oil. 

At that time cholesterol was used for most of the steroids containing 
19 carbon atoms testosterone. 

Senator O’Manoney. Would you describe the difference between 
stigmasterol and cholesterol ? 

Dr. Jon1an. If you will refer to the model that Dr. Bunim gave this 
morning, cholesterol and the others are similar except for the attach- 
ment to the C-21 carbon atom where stigmasterol has a double bond 
as he explained in another part of the molecule this morning. 

This double bond enables stigmasterol to be attacked by a substance 
we call ozone, a form of oxygen and torn apart. So as to shorten 
this side chain of carbon atoms and bring it down to the so-called 
©-21 steroids, the steroids containing 21 carbon atoms which are the 
adrenal steroids, and steroids like progesterone which are related to 
those. 

And this peculiar property of stigmastero] made it, therefore, very 
attractive at that time for the preparation of these steroids containing 
21 carbon atoms. 
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But at that time, it took 2,500 pounds of soybean oil to make 1 
pound of stigmasterol. Obviously, if we had to destroy $500 worth 
of soybean oil to obtain 1 pound of stigmasterol it would be quite 
expensive. 

ut it so happened that one day in going through the plant I noticed 
a large tank of soybean oil that had a sediment in it, it had been 
standing and collected water. The water had combined with these 
steroids to precipitate out a sediment. ; 

I took this sediment at the bottom of the tank, and instead of its 
containing four hundredths of one percent of stigmasterol, as was the 
case with normal soybean oil, this sedimentary oil contained 2.5 per- 
cent of stigmasterol. 

In other words, it contained more than 50 times as much. 

It was, therefore, a challenge to prepare this stigmasterol, in the 
attempt to cheapen the cost of the C-21 steroids at that time. We set 
out to do that and accomplished that. 

And for the first time in this country, we proceeded to make pro- 
gesterone and the simplest of the adrenal cortical hormones from 
soybean oil. 

Senator O’Manoney. Would it be of interest to tell whether or not 
you discovered the causes of the deposit of 50 times as much in this 
particular sample that you had? 

Dr. Jutian. Yes, it would. That has been published and I think 
it is public information, no secret of any particular company. I think 
I am at liberty to do that. The sitosterols were very soluble in oil, 
in soybean oil. 

When they picked up a molecule of water they settled out as a hy- 
drate, we call them, of the molecule combined with the molecule of 
water and were no longer insoluble. 

This is something that had been apparently overlooked as a com- 
mercial possibility up to that time. 

It was by sheer accident that I happened to notice this sediment in 
the bottom of the tank, and immediately thought that that might be a 
possibility. This turned into a commercial method for securing the 
steroids by the simple expedient of adding water to them under favor- 
able conditions, to the oil, and thereby causing these steroids to be solu- 
ble in the oil and which could only be gotten out by destroying the oil 
to settle out, and isolate them from the oil in that fashion. 

This made it possible for us to prepare relatively cheaply stigmas- 
terol, and at that time supply progesterone in large quantities which 
hitherto had been available only in small quantities, 

Mr. Hotxasauen. Were you associated with a company during this 
period of time when you were doing research in steroids? 

Dr. Juuian. Yes, sir, I was director of research for the soya prod- 
ucts division of the Glidden Co. at that time, one of the largest soy 
bean plants that had been established in this country up to that time. 

Mr. Hotiasavenu. And when did you leave the Glidden Co. ? 

Dr. Juttan. I left the Glidden Co. in late 1953, December 1, 1953. 

Mr. Hoxtxasaveu. I believe you have told us of your interest and 
how you happened to get into research in the steroids. 

It is our understanding that Glidden Co. abandoned its research in 
steroids when barbasco root diosgenin became the preferred material 
for steroids rather than the soybean steroid. 
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Dr. Juan. Yes, sir, that is I believe a fair statement of the fact. 
After we had developed the products from stigmasterol, the Dioscorea, 
Mexican Dioscorea, appeared on the horizon, and from the Dioscorea 
we could obtain, my associates and I, the selfsame substances that had 
been obtained from stigmasterol. 

Mr. HoLuaBaucGH. Was it.a cheaper process to get it from diosgenin 
rather than from soybeans ? 

Dr. JuLIAN. Yes, it became very evident that we could get the mate- 
rial cheaper. For example, after we had prepared the sex hormones 
progesterone and the simplest of the adrenal cortical hormones from 
the soybean sterols we set out then to prepare the more complicated 
adrenal cortical hormones from stigmasterol of soybean oil. 

Some time just before the Mayo Clinic announced the beneficial 
effects of cortisone in rheumatoid arthritis, we succeeded in synthesiz- 
ing one of the prominent adrenal hormones, namely substance S, some- 
times called compound S. 

Now this was a very interesting development because compound S 
differs from cortisone in just one oxygen atom, and we saw there dis- 
tinctly that we had the opportunity for the development of a very 
broad field, but we knew that diosgenin from Dioscorea was a much 
better source of this material, than soybean sterols because of its poten- 
tially cheap character and because of the ease of handling. 

Now we at that time prepared compound S, and when cortisone, the 
beneficial effects of cortisone were found, both the Merck Corp. and 
the Upjohn Corp. and others, and the Mayo Clinic, immediately sent 
to us for some compound §, because they thought that it would replace 
cortisone. 

I would not like to drag this out, but I wonder if I might put the 
two formula on the blackboard to illustrate this. 

Mr. HotxiasavaH. I think the Senator will find it of interest. 

Dr. Juuian. If we try to project upon the board the kind of formula 
that was given this morning for compound S we could write this 
formula for compound S. These are as explained, hexagons in which 
the carbon atoms are linked together. 

We could call this then, this is the accepted formula for compound 
S, and the S comes about in that Dr. Reichstein years ago in isolating 
these compounds from the adrenal glands did not know what to call 
them so he gave them A, B, C, D, E, F and went up to the alphabet 
and came to this one which he gave the name “S,” and Dr. Kendall of 
the Mayo Clinic did a similar thing. 

Now cortisone as you will see from this formula is very similar to that 
compound. In fact, pointing out Dr. Bunin’s observations to you this 
morning, that a slight change in either the configuration or the 
structure of this molecule carries with it remarkable changes in its 
biological activity, for cortisone differs from this formula only in one 
respect, and that is this lonesome oxygen atom on compound or carbon 
atom No. 11. We call it a lonely oxygen atom there. We made from 
stigmasterol of soybean oil, compound 8S. 

Wealso then turned our attention to the Mexican dioscorea and made 
the compound S from Mexican dioscorea, from diosgenin and from 16 
dehydropregnenolene. We sent that to the Mayo Clinic and to the 
Merck Co. at their request, for this was the first time that quantities 
of this material had ever been made before and available for investi- 
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gation, and they themselves thought that it would have the same prop- 
erties as cortisone, since the difference was only this one oxygen atom. 
But alsas,as Dr. Kendall explained in a lecture in Chicago some time 
later, it had no activity at all. We had prepared compound S ourselves 
however in the belief that its role in the adrenal glands must be a role 
connected with cortisone and hydrocortisone. 
We felt that somehow or other the body must be able to convert 
compound § into cortisone or hydrocortisone, and this was the motiva- 
tion that induced our researchers in this field. 
This was perfectly justified a short time later by several laboratories 
including our own experimentally. On a commercial scale, when these 
laboratories, one of them, for example pumped a suspension of com- 
pound § in an aqueous suspension of the solid into live adrenal glands, 
these little glands down here next to the kidney, all the compound §$ 
was converted into hydrocortisone. Which is a derivative or a very 
simple relative of cortisone, having the formula very similar but just 
with one more hydrogen atom, namely an oxygen and a hydrogen 
there which compound can be oxydized readily to cortisone and which 
compound for certain purposes, hydrocortisone—this is cortisone and 
this is hydrocortisone—which compound for certain purposes has more 
favorable properties than cortisone. 
Thus we had shown as we formerly predicted that we might be able 
to do, that from diosgenin one could go to compound § and that from 
compound S through the enzyme system of the body, compound §S 
could be converted into hydrocortisone and into cortisone, and we had 
dreamed that this would be the role, this was the role of compound S 
in the adrenal glands, which experiments seemed to justify. 
Senator O’Manoney. Now what was the new addition, just the 
hydrogen atom ? 
Dr. Jur1an. The new addition into—— 
Senator O’Manoney. In this hydrocortisone? 
Dr. Jut1an. In the hydrocortisone as distinguished from cortisone 
is just this one hydrogen atom here. 
Senator O’Manoney. One hydrogen atom? 
Dr. Jut1an. One hydrogen atom, which is really two hydrogen 
— ar there is another one in here which is not shown in the 
ormula. 


Senator O’Manonry. Why don’t you show it in the formula? 
What is the iron curtain there? 

Dr. Junian. Because we don’t ordinarily show them everywhere 
else. Every carbon atom has 4 connecting arms, in other words 4 
valences, as we call them. 

To saturate it you must have four things attached to it. Here is a 
carbon atom for example as you see that only has four things obvi- 
ously attached to it in this drawing, but we assume that the versed 
observer, will know that it is understood that the last arm is a hydro- 
gen atom and we don’t put it in there. 

We take advantage of the knowledge of the observer. 

Mr. Hotianaucn. Dr. Julian, is the compound S covered by any 
patents to your knowledge ? 

Dr. Jurtan. Yes, under my authorship there are 8 patents and pat- 


ent applications not all yet granted. I believe there are 8 of them 
covering the preparation of compound S. 
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Mr. Hotianaucn. During the period of time you were director of 
research for Glidden Co., approximately how many patents to your 
knowledge were obtained as a result of the research by you and your 
associates 

Dr. Jutian. There are 102 patents granted and pending under my 
name and that of my associates, and I think if I recall properly, about 
three score of these, a little more than three score, are in the field of 
steroids, some sixty-odd I believe. 

Mr. Hotianaven. Under your employment contract with the Glid- 
den Co., did the Glidden Co., take title to those patents ¢ 

Dr. Jut1an. Yes, sir, under the usual form of contract, which is 
made with our American concerns, a chemist usually agrees to assign 
to the company that employs him all of his patents and findings for $1 
and other valuable considerations per patent, and my contract read 
in the usual way with the Glidden Co. 

Mr. Hotianaucn. So that none of these patents now in existence 
are owned by you? 

Dr. Jun1an. No. They are all owned by the Glidden Co., which 
employed me at that time. 

Mr. Hotxapavaeu. I would like to come back to that just for a mo- 
ment later, Mr. Chairman. 

Senator O’Manoney. Let me ask did you make the discoveries? 

Dr. Juuian. Yes, sir, in the case of compound §, yes, sir, I believe 
I can say with all truthfulness that the synthesis of substance S was 
my own idea completely. 

The reduction to practice of course with the assistance of my very 
efficient associates, but I brought the idea I believe to my employer. 

Mr. Hotiasauen. Do you today have a license under any of those 
patents ? 

Dr. Jutran. No, sir, I do not. 

Mr. Hotiasaucn. Did you ever ask for a license ? 

Dr. Junian. Yes, sir. I asked for a license, under the compound S$ 
patents because, as you indicated some time ago when the company 
decided to go out of the field 

Mr. Hottanauen. The Glidden Co. ? 

Dr. Juti1an. Yes; decided to go out of the field of steroids because 
of the fact that we had lost our hegemony in the field with regard to 
raw material, Dioscorea from Mexico had replaced stigmasterol in 
significance, and the then chairman of the board of the Glidden Co. 
in a decision which can be understood, regrettably, unfortunately for 
me, but which is perfectly understandable, felt that he had lost his 
prime place in the raw material picture, and therefore would retire 
from the field altogether as far as any more extended manufacture 
was concerned. 

Thus I then, because my interests since my studies in Vienna had 
been in the field of human health, I decided to take the gamble of 
trying to continue researches in that field, and later I applied for a 
license to substance compound S. 

Senator O’Manoney. Applied to whom? 

Dr. Juu1an. To the Glidden Co. 

Mr. Hortanavuen. And they refused to grant you a license? 

Dr. Junttan. Yes, sir. They stated that it was not in the economic 
interest of the company, they did not believe so, to grant me a license 
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in that field, which decision was perfectly according to the contract 
that I had to sign with them. 

Senator O’Manoney. But the company had gone out of that par- 
ticular phase of the business ? 

Dr. Jutian. The company had abandoned all of its work in steroids. 
I should say that the company, however, I believe continued to operate 
on a small scale the compound §S plant. 

Senator O’Manonry. What happened to the patent on the process 
which you discovered but which you assigned to the company ? 

Has that patent expired or what happend to it 

Dr. Jutian. No, those patents have not expired. 

Senator O’Manoney. Well, are they being used ? 

Dr. Juan. What is that? 

Senator O’Manoney. Are they being used ? 

Dr. Juutan. Yes, sir, I believe so. 

Mr. Hottasaven. Insofar as you know, Dr. Julian, these patents 
are still owned by the Glidden Co., are they not ? 

a Dr. Juan. So far as I know, they are still owned by the Glidden 
O. 

Mr. Hotiasauen. Mr. Chairman, I would like to offer as exhibit in 
the hearing a letter of agreement between the Glidden Co. and Syntex, 
S. A. and Charles Pfizer and Co. Inc. by which the know-how with re- 
spect to compound S from the Glidden Co. to Charles Pfizer and Syn- 
tex is licensed, and so that these two companies presumably can use 
the patents which have since been granted covering the compound S. 

Senator O’Manoney. Do I understand you to say that this letter 
would indicate that although the discoverer of the process which was 
patented in his name but assigned to the Glidden Co. is now available 
to the use of Syntex but not to the discoverer ? 

Mr. Houtzasavuenu. That is the point that I wish to make. 

Senator O’Manoney. I would like to read the letter. 

Is it long or shall we just put it in the record ? 

Mr. Hoiianavcn. I think we should put it in the record. 

Senator O’Manoney. I see it is long. 

Have I correctly summarized it ? 

Mr. Horxanavuen. I think you have, sir, very definitely. 

(The letter is as follows:) 

THE GLIDDEN Co., 
Cleveland, Ohio, December 2, 1958. 
Cuas. Prizer & Co. INc., 
11 Bartlett Street, Brooklyn, N. Y. 


SynrTex, S. A., 
Laguna de Mayres 418, Mezico D. F., Mewico 


GENTLEMEN: This letter outlines an agreement between the Glidden Co. of 
Cleveland, Ohio (Glidden), and Chas. Pfizer & Co., Inc., of Brooklyn, N. Y. 
(Pfizer) and Syntex S. A. of Mexico D. F. (Syntex) whereby Glidden will dis- 
close unto these parties, Pfizer or Syntex or both simultaneously, the procedures 
and know-how used by Glidden to accomplish in its laboratory and its steroid 
plant the conversion of 16-dehydro pregnenolone acetate to Substance §S 21- 
nonoacetate (8 acetate) or to Substance S Alcohol (either the acetate or the 
alcohol hereafter called “Substance S”) with average yields of Substance S 
Acetate of at least _._-__--____ of 16-dehydre pregnenolone acetate processed. The 
material Substance S 21-nonoacetate is otherwise known as the 21-acetate of A 
4-pregnen-17 alpha, 21-diol-3, 20-dione and Substance S Alcohol is otherwise known 
as A 4-pregnen-17 alpha,21-diol-3,20-dione. The 16-dehydro pregnenolone acetate 
shall have a melting point between ~------_-_ optical rotation between the 
SESE enews wax content not more than __________ assay by ultraviolet 


eS 





WONDER DRUGS 79 


spectrum not less than A -16 dehydro pregnenolone acetate. The Sub- 

stance S shall meet the eee attached to letter from Glidden to Pfizer 

date October 14, 1953, with rate of beating changed from per minute 
per minute under heading Melting Range. 

Glidden will promptly disclose and demonstrate this know-how to and in the 
presence of representatives of the parties at the laboratory and in the steroid 
production plant of the Glidden Co., Soya Products Division, Chicago, Ill., to 
which premises these representatives shall be given access by Glidden for this 
purpose over such period of time as will enable the parties representatives to 
observe and understand all phases of the disclosure. A written statement of 
the general process and know-how in duplicate will be prepared by Glidden 
designated as the Glidden S Acetate Process, and delivered to said representatives 
at least 1 week prior to their arrival at the Glidden premises, and said written 
statement will include all patent applications, filed or under preparation, relat- 
ing to the subject matter of the disclosure. 

It is further agreed that Pfizer or Syntex or both and their representatives 
who receive the disclosure will in nowise impart the same or any part thereof to 
others outside the Pfizer or Syntex organizations at any time thereafter ; further- 
more neither Pfizer nor Syntex nor their representatives will utilize any step in 
the Glidden process not now being practiced by Pfizer or Syntex in any manner, 
directly or indirectly, until the payment of $100,000 hereafter provided shall have 
been made to Glidden in accordance with the terms of this agreement. 

Not later than five days after receipt of the above written statement, Pfizer 
shall make, or cause to be made, a payment to Glidden of $25,000 together with 
Pfizer’s firm commitment for the following toll processing arrangement: Pfizer 
will deliver a quota kilos of 16-dehydro pregnenolone acetace to Glid- 
den on or before January 1, 1954, and the first day of each month thereafter 
through October 1, 1954. Glidden will process therefrom and deliver a quota 
of at least kilos per month of substance S acetate or 
per month of substance S alcohol, as designated by Pfizer, the first month’s 
quota of substance § to be delivered by Glidden between February 1 and March 
10, 1954, which quota will be processed by Glidden from the monthly quota of 
16-dehydro pregnenolone acetate supplied by Pfizer on or before January 1, 1954. 
Subsequent monthly quotas of substance S will be delivered by Glidden by April 
10, 1954, and on or before the 10th day of each month thereafter through De- 
cember 10, 1954. Pfizer will pay Glidden a toll charge of cents for each 
gram of S. alcohol and cents for each gram of S acetate delivered here- 
under. Glidden will process so much of the kilo quota of 16-dehydro 
pregnenolone acetate to be supplied monthly by Pfizer as Glidden’s then capacity 
permits consistent with its obligations to other parties (but not less than the 
amount necessary to produce the monthly quota of substance 8). If more than 

kilos of substance S acetate per month or more than kilos of sub- 
stance § alcohol per month is produced by Glidden from the 16-dehydro preg- 
nenolone supplied by Pfizer, such excess shall be delivered to Pfizer at the same 
toll charges. Any 16-dehydro pregnenolone acetate not processed by Glidden 
prior to December 10, 1954, will be returned to Pfizer on or before December 
31, 1954. 

Pfizer shall have the right to extend the toll processing agreement for 2 peri- 
ods of 6 months each by giving written notice to Glidden prior to July 1, 1954, 
and prior to December 31, 1954, respectively. 

None of the parties hereto shall be liable for failure to make delivery for 
reason of strikes, fires, or acts of God, or other causes beyond their control. 
Glidden states that its present capacity for processing S acetate from 16-dehy- 
dro pregnenolone acetate involves utilization of approximately kilos of 
16-dehydro pregnenolone acetate per month, and further states that it would 
take some 6 months to plan and accomplish any increase in this capacity. Glid- 
den agrees to give Pfizer 6 months’ written notice of any such increase in 
eapacity and to allow Pfizer to have the first call on this increased capacity, in 
whole or in part, under terms of the agreement. 

If Glidden demonstrates an average yield by weight of of S. acetate 
from 4 or more lots of at least 25 kilos per lot of 16-dehydro pregnenolone 
acetate delivered by Pfizer and processed during the disclosure to Pfizer and 
Syntex and if Glidden discloses to Pfizer and Syntex allowed United States 
patent claims which would be infringed in the performance of the process, 
then Pfizer shall make, or cause to be made, an additional payment to Glidden 

not later than 60 days after the arrival of the representatives of 
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Pfizer and Syntex at Glidden’s premises and, upon such payment, Pfizer and 
Syntex (and/or their subsidiaries) will receive, to the extent that the products 
and processes involved in the disclosure are covered by issued domestic or 
foreign patents owned by Glidden, a nonexclusive, nonassignable, royalty-free 
license to make, use and sell the products and to use the processes covered by 
said patents for the life thereof for the sole purpose of manufacturing substance 
S and selling same or any product made therefrom. A similar license will be 
granted by Glidden under any patent which may later issue to Glidden which 
covers any of the subject matter of the said disclosure. The term “subsidiary” 
shall include any company in which Pfizer or a wholly-owned subsidiary, or 
Syntex or the majority stockholder or stockholders thereof, have the right to 
vote 50 percent or more of the voting stock therein, excluding directors’ quali- 
fying shares. 

if Glidden fails to demonstrate the above yield or to disclos ethe above allowed 
claims within 60 days after the arrival of the representatives of Pfizer and Syn- 
tex at Glidden’s premises, Pfizer shall be under no obligation to pay, or cause 
to be paid, the additional ___-__-__--___ but Pfizer and/or Syntex shall neverthe- 
less have the right to obtain the above nonexclusive license upon payment of 
slide laa within 30 days of the time it becomes clear that Glidden has failed 
to demonstrate the above yield or to disclose the above allowed claims. 

On or before December 31, 1954, Pfizer and/or Syntex shall have the right to 
convert the above nonexclusive license into an exclusive license upon payment 
of an additional sum of ______--___-. Prior to the exercise or expiration of this 
right, Pfizer and Syntex will be deemed to have an exclusive license and, in 
addition, Glidden will not disclose any of the above know-how to any other per- 
son without the consent of Pfizer and Syntex or without indemnification to Pfizer 
and Syntex for the use of such disclosures by third parties in the manufacture 
of substance S or any intermediate which is ultimately used in the manufacture 
of substance S of compound F. 

The written disclosure will be submitted within 14 days of the date of execu- 
tion of this agreement and the demonstration will commence as soon thereafter 
as practical. 

Very truly yours, 
THE GLIDDEN Co. 


Accepted : 
CHAS. PFIZER & Co., INC. 


NT 8 ee heed ioe 


Mr. Hotziasaucu. Now Dr. Julian, let’s go back to the time when 
you left the Glidden Co. and you established Julian Laboratories. At 
that time did you start buying diosgenin from Mexico? 

Dr. Jutran. Yes, sir. If you will permit me to say so, I thought 
that since I wanted to continue researches in the steroid field, perhaps 
a little organization of my own might fill a need in the field that might 
presumably pay for the continuation of the researches. 

We thought that if we could set up, I could set up with a group of 
well-trained associates, many of whom wanted to go with me in this 
project and did do so, we could supply, make available to anyone, any 
investigator or any house that wanted to develop a process, any avail- 
able steroid that they wished us to make and that we could make at 
their beck and call. 

And so we set up Julian Laboratories with that idea in mind, that 
probably the revenue from this effort might support our continued 
researches. But we had to have the raw material for this and the 
preferred raw material having been demonstrated in the case of com- 
pound S to be diosgenin or its successor in the processing 16-dehydro- 
pregnenolone, we sought to buy this raw material. 
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Mr. Hotianaves. And from whom did you buy it ? 

Dr. Jurian. We, fortunately, had a letter one day from Dr. I. V. 
Sollins, who had heard of our researches and who expressed the desire 
to supply us with 16-dehydropregnenolone acetate, and suggested that 
we might discuss the matter. 

We did discuss that with Dr. Sollins, and we started—we gave Dr. 
Sollins a purchase order to extend over 4 months for a supply of a 
thousand kilograms, 1 ton of 16-dehydropregnenolone from diosgenin. 

Mr. Hotiasaueu. How long did you continue to buy from the 
Sy — subsidiary or Syntex afliliate company Chemical Specialties. 

*, JunIAN. We bought this until Dr. Sollins left the Syntex or- 
ae We made the contract through Dr. Sollins, and we 
were not quite through with the contract, the monthly contract. 

I believe one month had elapsed before Dr. Sollins left the Syntex 
organization. 

Mr. Hotxanaven. Then did you attempt to renew the contract ? 

Dr. Jun1an. We attempted to renew the contract but we were turned 
down. 

Mr. Horiasauen. And who turned you down, Doctor ? 

Dr. Juutan. Dr. Somlo. 

Mr. Hotxanaven. Could you identify Dr. Somlo, please ? 

Dr. Jutran. Dr. Somlo is, as I understand it, principal owner of 
Syntex, S. A. and its affiliated companies, and at that time, to my 
knowledge, was general manager also of the Syntex, S. A. organi- 
zation. 

Mr. Hotiasaven. You are talking about his being one of the owners 
at the time you were discussing the matter with him ¢ 

Dr. Junian. Yes, sir. 

Mr. Hortiasavenu. And did you ask Dr. Somlo to continue to sell 
to you? 

Dr. Jur1an. Yes. I approached Dr. Somlo and told him that I 
would be very happy to have a continuation of our supply of 16- 
dehydropregnenolone if possible, that had been arranged with Dr. 
Sollins, and Dr. Somlo told me he would not sell to me. 

Mr. Hotiasaven. And what reason did he give as to why he would 
not sell to you ? 

Dr. Junttan. He gave 3 reasons, 3 stipulations. 

He said he would sell to me only if I did not use any of the material 
for selling any products to any of his customers. 

Mr. Hotiaraver. By “his customers” you mean the Syntex cus- 
tomers in the United States ? 

Dr. Junian. The customers of Syntex in the United States; and 
that I would agree therefore to use the products only for new business, 
as he put it. 

In response to the question as to what was meant by “new business,” 
he informed me that he would decide what was new business and 
inform me. 

And secondly, he would also refuse to sell me any raw material, any 
16-dehydropregnenolone or other intermediates if I located in Mexico. 

Mr. Hottasauen. And by locating in Mexico, you mean establish a 
plant in Mexico? 

Dr. Junian. Yes. At that time after we had decided that we might 
perform a service by making available to investors and to houses for 
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development any steroid intermediate that was desired and we could 
prepare at their command, several of the pharmaceutical houses in 
the country, several of the large ones, approached us and stated that 
they wished a second source of supply and would be very pleased if 
we could establish ourselves at the site of a source of supply such as 
in Mexico, prepare materials directly for them or for their accounts, 
and inasmuch as this would certainly make the original objective of 
our laboratories to render this service and therefore be able to pay for 
our researches more readily realizable, why we had gone to Mastioo 
to explore the possibility of setting up a modest plant structure in 
Mexico for the preparation of these compounds, largely at the behest, 
on the advice and on the moral and, through orders and contracts, 
financial support of several large pharmaceutical houses. 

Dr. Somlo had apparently heard about my visit to Mexico with this 
idea in mind, and he said that if I did not stay out of Mexico, he 
would not sell. 

That was a second condition to the contract. 

And the third was that he would sell me also only if I refused to 
buy from anybody else, and buy only from Syntex. 

‘ HOLLABAUGH. Did you agree to any of these conditions, Dr. 
ullan ¢ 

Dr. Juutan. No, sir. I stated to Dr. Somlo that it was obvious that 
one could not agree to this either in honor nor in safety because the 
first one that I would not agree to sell to any of his customers was a 
direct violation of our antitrust laws in this country, laws relating to 
restraint of trade and therefore I was sure—this was in very friendly 
fashion—that he would not want to ask me to do that. 

Mr. Hotiasaven. But he did ? 

Dr. Joxtan. But he said that was the demand, that I agree to that. 

Mr. HotztasaveH. Did he sell you anything further? 

Dr. Juuian. No. He finished the contract that Dr. Sollins had ar- 
ranged, and refused to sell me any more. 

r. HotianaucH. Now then, did you undertake to establish a plant 
in Mexico? 

Dr. Juuian. Yes, sir. Then we were forced to because by that time 
we had pledged ourselves to our clients and customers to attempt to 
undertake this effort, and with their encouragement we went to Mexico 
and continued our plans, definitely purchased property in November 
of 1954, purchased property in Mexico and began the improvements 
of that property, the buildings and what not, for a plant of our own. 

M. Hoxtiasauen. Did you establish a Mexican corporation for this 
purpose ¢ 

Dr. Junian. We established a Mexican corporation composed in 
large part by our Mexican friends in complete compliance with the 
Mexican law, and also composed in part of friends of mine in the 
United States, and this company was established as Laboratories Julian 
in Mexico. 

Mr. Hotxasauen. Is that company still in existence? 

Dr. Jun1an. That company is still in existence and we have a beauti- 
ful plant in Mexico. 

Mr. Hortzasavcn. Have you ever produced anything from that 
plant in Mexico from the diosgenin root ? 

Dr. Jun1an. No, sir. We have one of the most beautiful plants that 
you would be privileged to visit on the road to Pueblo, just 3 minutes 
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from the airport that is standing idle and has been idle for a long time. 

Senator O’Manoney. A beautiful and modern plant ? 

Dr. Juuian. A beautiful and modern plant. 

Senator O’Manoney. Without production / 

Dr. Junian. Yes, sir. 

Mr. Hotxianaven. Now this plant was first acquired in November 
1954 or shortly thereafter ? 

Dr. Juan. We purchased the property in 1954 and started to build. 

Mr. HoxiasaucH. Now what happened after you got your plant 
down there ? 

Did you make applications to the Mexican Government for permits 
to obtain the root ? 

Dr. Junian. Yes, sir. As president of our company and as general 
manager of our company, we had Mexican citizens of very high re- 
pute. They immediately applied through the known and existing 
channels for permits to exploit the barbasco root. 

Mr. Hotiasaues. Was a permit obtained ? 

Dr. Jut1an. No. The permit was denied at every turn, and this con- 
tinued. Their efforts failed and they told me that they had simply 
come up against a stone wall, they could not obtain a permit. 

They informed me this very definitely after months of negotiations 
in June of last year. 

Senator O’Manonry. When you use the personal pronoun 
“the ” 

Dr. JULIAN. I mean our Mexican associates in Laboratories Julian in 
Mexico, who were in charge of our operations and attempts to get a 
permit. 

Mr. HotiasaueH. Then did you go down in Mexico to see what 
you could do? 

Dr. Junttan. Yes, sir; they then asked me in June of last year if I 
would come down and make personal representations and pleas to the 
Mexican officials with regard to obtaining a permit. 

Mr. HoitiasaucH. Was there any company in Mexico objecting to 
your getting a permit ? 

Dr. Juuian. It became very evident when I went to Mexico that the 
Syntex Co. was objecting to the permit. In fact Dr. Somlo told me 
that he was objecting and did not want to see me in Mexico. 

Mr. Hotxasaueu. I won’t ask you what the discussions were that 
took place with the Mexican officials, but I would like to ask you if you 
had any discussions with any representative of Syntex concerning your 
effort to operate in Mexico. 

Dr. Juxian. Yes, sir. It was necessary to have these discussions 
because in its apparent attempt to find a solution to the problem of 
what to do about the entrance of new companies into Mexico, the 
Mexican Government had brought together the Syntex people and 
my associates and me in almost 2 weeks of conferences every day, and 
it appeared therefore in those meetings that the only reason that we 
were not getting a permit was because of the objection of the Syntex 
Co., and we therefore spoke with Dr. Somlo about this matter, and 
the attempt to convince him that we were asking for only about one- 
seventh of the amount officially allotted to him and that since there 
were not seven companies applying that we felt that we could all live 
in an atmosphere of free competition and friendliness, but Dr. Somlo 
was very adamant on that matter. 
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He said he would fight to the last to keep me and any others out of 
Mexico. 

Mr. Hotiasavenr. Did he make any propositions to you ? 

Dr. Juntan. Yes. It was at that time that he made the proposition 
to me that he would supply me at the Julian Laboratories with any 
amount of material I needed at favored prices, that there was no need 
for me to come into Mexico, that I would be smothered to death and 
that he would supply me with any material at favored prices, pro- 
vided I complied with the conditions that I have already enumerated, 
namely that I would not sell to any of his customers, would sell only to 
new business, would buy only from him, and would not establish busi- 
ness in Mexico. 

Senator O’Manoney. May I interrupt? 

I understood you to testify first that the second demand was that 
you would sell only to new customers ? 

Dr. Jutian. New business; yes. 

Senator O’Manoney. But that he would retain for himself the right 
to determine what was new business ? 

Dr. Jutian. Yes, sir. That was in response to my question. I told 
him that since they had had a virtual monopoly in the field, and no 
one could get any material except from them, that it seemed to me 
that this demand was also unreasonable, because every customer, po- 
tential customer, may have had to buy from him if they had started 
any investigations at all. 

Senator O’Manoney. That was the same condition that he repeated 
the second time. 

Dr. Jutian. Yes; he repeated that after these joint meetings with 
the Mexican officials. 

Senator O’Manoney. Thank you. 

Mr. Hotiasavcn. Did you accept any of those propositions? 

Dr. Jurian. No, sir. I could not accept them for the reasons that 
I have stated, because I would be acting illegally, and also I could not 
accept them because I could not tie myself in that fashion in an im- 
possible business situation. 

Mr. Horiasnauen. Have you continued your efforts to get a permit 
or permits from the Mexican Government ? 

Dr. Junian. Yes, sir. Our efforts have been long and numerous. 
We are even attempting now, and we have been attempting for quite 
some time; as a matter of fact, since June of last year, we have spent 
a considerable amount of money in travel and in efforts to obtain a 
permit, to no avail, yet. 

Mr. Horranaven. Now, prior to establishing your Mexican com- 
pany, did you make inquiry as to the availability of barbasco root 
for that operation ? 

Dr. Jutian. Oh, yes. We had associated with us in Mexico one 
or two—two, and one very outstanding, of the best-trained people in 
the field of steroids, people who had been working in this field for 
many, many years, and we made through one of these people who 
owned a ranch of several thousands of acres of barbasco, that is 
simply standing idle, and was willing to make that whole ranch of 
barbasco available to us, under very tutored hands, because this man 
could preserve these barbasco fields for years to come, but he was not 
allowed to do so, not allowed to make any of the Dioscorea root on 
his plantation available to us. 
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We determined that there was plenty of barbasco in Mexico, enough 
to last for all reasonable time to come, and yet we could not get it. 

Mr. Hotiasaven. Certainly you were convinced that assuming the 
Mexican Government would give you a collection permit, that you 
could secure the root for your operation ? 

Dr. Junian. Yes, sir. 

Mr. Hoxtianavex. Had you not been convinced of that, you would 
never have invested the money ? 

Dr. Junttan. No, sir, we had the advice of the best Mexican minds 
that you could possibly get in that area. 

One gentleman, for example, who had been salesman for Bayer and 
had introduced aspirin in Mexico 35 years ago 

Mr. Hotxapaven. Better explain what Bayer is. 

Dr. Juan. Bayer Co.—B-a-y-e-r—the old Bayer Co. of Germany 
that had sent this gentleman to Mexico some 35 years ago as its crack 
salesman. He traveled all over the territory of Mexico in a period of 
30 years, up to the last world war, as their sales manager, and knew 
the territory of Mexico completely and was acquainted with all ele- 
ments of the pharmaceutical trade or the drug trade, the crude drug 
trade in Mexico. 

Therefore he together with two scientific associates, one of whom was 
one of the first men that Professor Marker ever trained in Mexico, these 
men advised us not only that the amount of barbasco available was 
sufficient and bountiful, but that we could easily secure it, and they 
were under that impression when we established our plant. 

Otherwise I would never have of course advised my associates to 
join me in going into the venture. 

Mr. Hortanaven. If you could get the permits now, would you 
—_ production immediately or as soon as you could ? 

r. JULIAN. Yes, sir, if we could get the permits we would be happy 
to begin production just as soon as possible. 

Mr. HoxtianaueH. Now when you began the establishment of your 
plant, did you undertake to acquire the necessary equipment to go 
into the plant ? 

Dr. Junttan. Oh, yes. We had all of the equipment. 

In fact some equipment is in the plant unfortunately. We had all 
of the equipment primed to go down last June. It had been held up 
from November of 1954 until June of last year out of a safety measure. 

We had already put into the plant close to 2 million pesos and we 
therefore waited to see if our associates could get a permit for us. 

Fortunately I went down last June and fortunately saw the situation. 

Our equipment was then almost at the border. We turned it around 
by hard work and sweat, and managed to salvage the equipment and 
get it back, turned around and sent back to our plant in Franklin 
Park before it arrived in Mexico. Otherwise we would have at the 
present time an additional 2 million pesos lodged in the plant in 
equipment. 

Mr. Hotianaven. Dr. Julian, just 1 or 2 more questions and I shall 
be finished, Mr. Chairman. 

To your knowledge have any representatives of your company con- 
tacted the Mexican officials since May of this year and renewed or 
continued your requests for a permit ? 
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Dr. Juuian. Yes, sir; officially our attorney has contacted the 
Mexican Government officials and earnestly pleaded with them for a 
permit, stating that we have complied with all regulations. 

Mr. Hoxiasauex. So as the matter now stands, since the establish- 
ment of the plant in November 1954 to the present time, you have been 
unable to get any permits ? 

Dr. Juu1an. That is right, sir. 

Mr. Hotiasauen. And during that period of time is it fair to say 
that the Syntex Co. has strenuously objected and fought you in at- 
tempting to get the permits? 

Dr. Juxian. I think that is a fair statement of the truth, sir. 

Mr. Hoiiasaven. Certainly as to those instances where you had 
had contact with them in the context of seeking a permit, they have 
opposed it ¢ 

Dr. Juuian. Yes, sir. 

Mr. Hottasaven. I have no further questions, Mr. Chairman. 

Senator O’Manoney. It is getting very late this afternoon. I would 
like to ask Dr. Julian some questions. 

Will you be available tomorrow ¢ 

Dr. Jutian. I shall be here tomorrow morning, yes, sir. 

Senator O’Manoney. That will not be a burden to you? 

Dr. Juuran. No, sir; I shall be happy to be here. 

Senator O’Manonery. Now the gentleman who earlier in the after- 
noon indicated some desire to make a statement, Mr. Holtzmann ? 

Mr. Jacos Hoirzmann. I shall be very happy to be here tomorrow 
morning. 

Senator O’Manoney. Very good. 

The committee will now stand in recess until 10 o’clock tomorrow 
morning. 

(Whereupon, at 4:40 p. m., the committee was adjourned, to recon- 
vene at 10a. m., Friday, July 6, 1956.) 
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FRIDAY, JULY 6, 1956 


Unrrep States SENATE, 
SUBCOMMITTEE ON Patents, TRADEMARKS AND 
CorYRIGHTs OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:30 a. m., in room 
457, Senate Office Building, Senator Joseph C. O’Mahoney (chairman 
of the subcommittee) presiding. 

Present : Senator O’Mahoney (presiding). 

Also present: Marcus A. Hollabaugh, chief counsel of the subcom- 
mittee; Herschel F. Clesner, investigator ; Robert M. Kilgore, member 
of the professional staff; and Stephen G. Haaser, chief clerk. 

Senator O’Manonry. Mr. Hollabaugh, you may proceed. 

Mr. Hotiasaver. Will Dr. Julian please take the stand? 


STATEMENT OF DR. PERCY L. JULIAN, JULIAN LABORATORIES, 
INC., FRANKLIN PARK, ILL.—Resumed 


Mr. HotxianauGcH. Will the record show that Dr. Julian is resuming 
the stand from his testimony of yesterday. 

I would like to take you back just a bit, Dr. Julian, to your testimony 
of yesterday. 

As I understand your testimony, when Glidden Co. abandoned its 
research in steroids, when the barbasco root diosgenin became the pre- 
ferred material for steroids rather than the soybean sterol, you then 
left the Glidden Co. and established Julian Laboratories, Inc., in Chi- 
cago, or right outside of Chicago? 

Dr. Junian. Yes, sir. 

Mr. Hoitiasauenu. At that time did you start buying diosgenin from 
Mexico? 

Dr. Jut1an. Not diosgenin; 16-dehydropregnenolone. 

Mr. HotianaueH. You began buying 16-dehydro? 

Dr. Juutan. Yes, sir. 

Mr. Hotianaver. And you were buying it from Syntex ? 

Dr. Juni1an. Yes, sir. 

Mr. HotianaueH. Would you tell us again the circumstances under 
peo you began to purchase or how you happened to purchase from 

yntex ? 

Dr. Junian. Dr. Sollins and I came into contact—— 

Mr. Hotiasauen. Please identify him. 

Dr. Juuian. Dr. Sollins, I. V. Sollins, who was at that time, I be- 
lieve, general sales manager for the Syntex Corp. 
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Mr. Hotiasauen. For Chemical Specialties ? 

Dr. Junttan. Chemical Specialties. 

Mr. Hoxiasauen. Which was a selling agent for Syntex in the 
United States ? 

Dr. Junttan. Yes, sir. 

(Continuing:) Contacted me and stated he had heard that we were 
doing certain researches which required 16-dehydropregnenolone, and 
he would be glad to sell us 16-dehydropregnenolone for our needs. 

Whereupon, we met and agreed upon at that time, I believe, for one 
ton of 16-dehydropregnenolone acetate. 

Senator O’Manonry. Where was this contact made? 

Dr. Jut1an. This contact was made from New York to Chicago and 
in Chicago. 

Dr. Sollins 

Senator O’Manoney. All in the United States? 

Dr. Jutian. In the United States, yes, sir. 

And we drew up a contract with Dr. Sollins. Dr. Sollins secured 
permission, so he told me, from Syntex, to sell us that material at that 
time. 

In confirming the contract, which we wanted to confirm immedi- 
ately, Dr. Sollins stated to me that it would have to receive confirma- 
tion, he would have to have it confirmed, by Syntex people in Mexico, 
to Chemical Specialties. 

He called me from Mexico City 1 day later and told me that he had 
secured approval. 

Senator O’Manoney. When was that? 

Dr. Juttan. Dr. Sollins. 

Senator O’Manonry. When, what year? 

Dr. Junttan. This was in 1954, in early 1954; late 1953—early 1954, 
that is right, early 1954. 

And I believe at the time, Dr. Sollins stated to me there was some 
difficulty, he had secured confirmation of the contract, but the contract 
then stood and we continued—we started to buy. 

Mr. Hotianaven. And they started to make deliveries? 

Dr. Junian. These deliveries were to be made, the first contract for 
1 ton of 16-dehydro was to be delivered to us over a period of 4 
months. 

Within that period of time, Dr. Sollins left the Syntex organiza- 
oane and I think I testified on yesterday as to what happened there- 
aiter. 

Mr. Hortianaveu. Would you repeat again what you testified to. 
yesterday concerning your inability to obtain a renewal of the con- 
tract, and what transpired at that time ? 

Dr. Junttan. In about the third month of the contract, it was being 
delivered at a quarter of a ton a month, and about the third month of 
the contract Dr. Somlo called me from the office of Chemical Special- 
ties in New York City. 

He stated on the phone that he had noticed that we had a contract 
with Chemical Specialties, but that he wanted to put me on notice that 
when this contract expired, when they had delivered the ton of mate- 
rial, there would be no more that we could secure. 

And I asked why, and Dr. Somlo said to me that he did not care to: 
sell to us because we were not using this for new business, but we were 
using it to prepare products and sell to Syntex’s customers. 
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And then, further, that he had heard a rumor that I was trying to 
get established in Mexico, and he said, “Is that correct?” 

And I said, “Sir, I have no answer to that question. We are looking 
for raw material, and I have been to Mexico, but I don’t care to answer 
yourrumor. Rumors are rumors.” 

Whereupon, he said, “Well, I wanted to tell you we are going to ful- 
fill the rest of your contract, but you will receive no more 16-dehydro- 
pregnenolone acetate nor any other raw materials from our concern.” 

I said, “Under what conditions might we receive it? Certainly you 
must—you intend to justify your position, because if you are selling in 
the United States, we should be entitled to be customers, as I under- 
stand our regulations in the United States.” 

He said, “Well, conditions, I can state categorically we will sell to 
you only if you use it for new business entirely, and do not sell to any 
of Syntex’s customers. 

“Secondly, we will sell to you only if you buy from us only, and 
don’t seek to buy anything from anybody else. 

“And thirdly, we will sell to you only if you consent and give me a 
written statement that you will stay out of Mexico.” 

Those were the three conditions imposed, which conditions I told 
him that I could not accept honorably nor could I accept because of 
the legal implications, because to agree to sell to customers prescribed 
by him would be tantamount to indulging in a conspiracy in restraint 
of trade, and I could not see that our company could take that position 
whatsoever. 

Mr. Hotianaucn. So you therefore refused his proposition ? 

Dr. Junian. Yes, sir. 

Mr. Hotanavenr. You testified yesterday, did you not, Dr. Julian, 
that you did establish a plant in Mexico and a Mexican company ? 

Dr. Juntan. Yes, sir. After our total inability to secure material, 
and after insistence on the part of some of our clients that I make every 
effort to assure them of a second source of raw material, a source other 
than Syntex, specifically named by my clients and customers, I went 
to Mexico at their behest and with their moral and financial encourage- 
ment, to establish a source, a new source of raw material for them, and 
for ourselves. 

Senator O’Manonery. Would you be good enough to prepare and 
insert in the record later a statement with respect to the corporate 
structure under which you were operating ? 

Dr. Junian. Yes, sir. 

Senator O’Manoney. Giving the names of these associates and the 
capital stock, and so forth, full information as to where the charter 
was taken out, and what its purpose was, please. 

Dr. Junian. Mr. Senator, you refer to Mexico particularly, or Julian 
Laboratories ? 

Senator O’Manonty. No,no. The local Julian Laboratories struc- 
ture. 

Dr. Jurran. Yes, sir. 

(The information referred to is on pp. 148-149 of the appendix.) 

Mr. Hotiaraven. Since Dr. Julian covered his experiences in Mex- 
ico quite thoroughly yesterday, Mr. Chairman, unless you have some 
questions—— 
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Senator O’Manoney. I think his testimony yesterday was quite 
clear. 

Mr. Horiasauan. Very well, sir. 

If it meets with the approval of the chairman, we can excuse the 
witness at this time; and I would like to say, speaking for myself, 
that we certainly appreciate the cooperation which Dr. Julian has 
given to the committee in testifying here. 

I did want to bring out one point which was not clear in the record 
yesterday, I believe, and that is, you were given a subpena—— 

Dr. Juntan. Yes, sir. 

Mr. HottanavueH (continuing). In connection with this hearing, 
were you not? 

Dr. Juttan. Yes, sir. 

Senator O’Manonry. Thank you very much, Doctor. You have 
been a very straightforward and capable witness. I do not wonder 
that you are listed in Who’s Who. i 

Dr. Jun1an. Thank you, Mr. Senator. 

Mr. Hottasaver. Now I would like to call Mr. Waterman, of 
Schering Corp. 

Senator ikemoune: Good morning, Mr. Waterman. 


STATEMENT OF ROBERT E. WATERMAN, VICE PRESIDENT, RE- 
SEARCH AND PRODUCTION, SCHERING CORP., BLOOMFIELD, N. J. 


Mr. Hoxiiasauen. Will you please state your full name and_posi- 
tion for the record, Mr. Waterman ? 

Mr. Waterman. Robert E. Waterman, vice president, research and 
production. 

Mr. Hotiapaven. Of the Schering Corp. ? 

Mr. Waterman. Of the Schering Corp. 

Mr. HotiasaueH. Where is it? 

Mr. Waterman. Bloomfield, N. J. 

Mr. Houiapavuen. Let’s go into, just for a moment, your educational 
background. Where did you attend school ? 

Mr. Waterman. I went to MIT. 

Mr. Hottanaven. And then after leaving MIT, where did you go? 
Mr. Waterman. I went to work for what was then the engineerin 
— a a of the Western Electric Co., which later became the Bell 
Telephone Laboratories, and stayed there for the next, in total, 18 

ears. 
Senator O’Manonry. What degree did you get from MIT? 
Mr. Waterman. Bachelor of science in chemical engineering. 
Senator O’Manonry. What was the date of your graduation? 
Mr. WaterMan. 1921. 
Mr. Hotianavenu. Then after leaving the Bell Telephone Co., where 
capes o? 

r. WATERMAN. I went to work for the Research Corp. for 4 years. 
During that time I was also a consultant to the Alien Property Custo- 
dian, from 1942 through 1944. 

Then in 1944, I went to work for Schering Corp., where I still am. 
Mr. Hotiasavcn. Now let me ask you about the Schering Corp. 
Will you describe briefly what it does? 
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Mr. Waterman. We are what is commonly called a short-line 
pharmaceutical house or a specialty house. We do not have a long line 
of pee, We have a relatively small number of products. 

riginally, and still to a very large degree, we are what is known 
as a hormone house. From the time that the company was started in 
this country as an offshoot of the Schering, A. G., in Germany, our 
main business, the core of our business, was hormones. 

Senator O’Mauonry. Would you be good enough—pardon me. 

Mr. WATERMAN. Yes, sir. 

Senator O’Manonery. (continuing). To indicate the nature of the 
association segeeen eon company of which you are now speaking, and 
Schering, A. G., in Germany ? 

Mr. WarerMAN. Yes, sir. 

oe rae You spoke of yourself a little while ago as 
working for Schering Co. 

Mr. Waterman. Schering Corp., the present company, yes, sir. 

Senator O’Manoney. Yes. Are you an officer of that ? 

Mr. WarerMAN. Yes, sir; vice president. 

Senator O’Maunoney. Are you a stockholder ? 

Mr. Waterman. Yes, sir. 

Senator O’Manoney. As well as an employee ? 

Mr. WarterMAN. Yes, sir. 

Senator O’Manoney. Well, then, you are an officer with a salary. 

Mr. WATERMAN. Yes, sir. 

er O’Manoney. You are part of the management. 

r. WATERMAN. Yes, sir. 

Senator O’Manoney. I will not ask you to go into the details of 
the two corporations now, but if you will prepare it and hand it to Mr. 
Hollabaugh, it will be made a part of the record. 

ab - That a very easy to do, sir. 

nator HonEY. Thank you, sir. 
i zone ae referred to was subsequently supplied and is as 
ollows: 


ScHERING CorP., 


Bloomfield, N. J., July 16, 1956. 
Mr. Marcus A. HoLLaBauGH, 


Chief Counsel, Senate Judiciary Subcommittee on Patents, Trademarks, and 
Copyrights, Senate Office Building, Washington, D. C. 


DEAR Mr. HOLLABAUGH: In compliance with Senator O’Mahoney’s request ap- 
pearing on page 136 of the record of the July 6 Syntex hearing, I am setting 
forth the history of the connection between this corporation and Schering A. G. 
of Germany. 

Schering Corp., a New York corporation, was organized in 1929 as a wholly 
ewned subsidiary of Schering A. G. of Germany. Schering Corp., incorporated 
under the laws of New Jersey on December 19, 1935, was formed to acquire the 
assets and business of the New York corporation. In 1942, the stock of Schering 
Corp. was vested by the Alien Property Custodian under the provisions of the 
Trading With the Enemy Act of 1917, as amended. The company was sold by 
the Attorney General to an underwriting syndicate on May 13, 1952, and is now 
a publicly owned corporation with some 15,000 stockholders. It has no con- 
nection or affiliation whatever with Schering A. G. of Germany. 

I trust that the foregoing provides the Subcommittee with the information 
which it desires. 

Very truly yours, 
Rospert EF, WATERMAN, 
Vice Presiaent. 


Mr. HotiasaucH. Now, you were saying that the Schering Corp. 
was a pioneer in the hormone field. Let us get just very briefly the 
82283—57-——7 
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history of the vesting of Schering Corp. by the Office of Alien Prop- 
erty, Vt occurred about the time the Second World War began; did 
it not 

Mr. Waterman. No; somewhat later than that, sir. 

Mr. HotiasaueH. Somewhat later than that. Approximately when 
was it vested ? 

Mr. Waterman. It was vested officially, I believe, on April 13, 1942. 
The Treasury had come in there—remember, I wasn’t there at the 
time. 

Mr. Hotiapauen. Yes, I understand. 

Mr. Warerman. Treasury had come in in the summer of 1941, and 
then when war started between this country and Japan and Germany 
in December of 1941, I think the degree of control became greater, but 
at ~~ time the Office of Alien Property had not been going long 
enough. 

In any event, it was, I believe, on April 13, 1942, that Mr. Crowley 
took over. 

Mr. Hotxianauenu. It was vested as an enemy-held company ? 

Mr. WarerMan. Yes, sir; and it was completely enemy held. 

Mr. Hotianauen. Yes. 

Now will you explain the status of Schering Corp. at the present 
time ? 

Mr. WarerMan. Schering Corp. at the present time is owned by 
investors. It was sold to the public in 1952. 

Mr. Hotiaspauen. Yes. 

Mr. Waterman. And it now has some 12,000-14,000 investors in 
it, stockholders. 

Mr. HotiaBnaueH. So it is a privately owned company at the present 
time, and no longer owned by the Government of the United States? 

Mr. WaterMan. In no way. 

Mr. HotiasaucnH. In connection with the arrangement made be- 
tween the Office of Alien Property and the Attorney General and 
Schering, the Attorney General of the United States took title to 
certain patents which had been held previously by Schering ? 

Mr. WaTeRMAN. Yes, sir. These were patents of German origin. 

Mr. Hotiasaucn. Right. 

So that some of those patents, those which have not expired, are 
still held by the Office of ‘Alien Property today ¢ 

Mr. WaTERMAN. Yes, sir. 

Senator O’Manoney. When you speak of German origin, precisely 
what do you mean ? 

Mr. WarterMAN. They were invented in Germany. 

Senator O’Manoney. Patented in Germany ? 

Mr. WarerMan. Well, patented in Germany and in the United 
States. 

Senator O’Manonry. By Germans? 

Mr. WaTerRMAN. By Germans; yes, sir. 

Mr. Hotianauen. I might add for the record, sir, it is completely 
in the record in the agreement, but there was a definition of the par- 
ticular patents involved, and I believe that it included the patents 
which had been made by—from German sources as well as those that 
developed in the United States as of the time of the vesting. 
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Mr. WaTerMAN. Yes, sir. There may have been a few patents, in- 
ventions covered by patents, which were made by Americans in the 
Bloomfield offices of Schering Corp. prior to the vesting. 

Mr. HotitaBpaucn. Now 

Mr. WaTeRMAN. But there were relatively few of those. 

Mr. Hotiasauen. These patents were regarded as being of particu- 
lar value in the hormone field ; were they not ? 

Mr. Waterman. I don’t know if the word “particular” is quite 
right, They were of value, and they were—that is all right, they 
were of particular value, especially in the field of progesterone. 

Mr. Hotiasauenu. Since the record, Mr. Chairman, shows the events 
that happened in connection with the Syntex license, I shall not under- 
take to cover that with this witness. 

Yesterday, a movie was shown before the committee, made by the 
National Institutes of Health, showing the miraculous effect that was 
obtained by a particular hormone, a cortical hormone. 

This was a movie made by Dr. Bunim, and I believe that you have 
told me that you had seen the movie yourself. 

Mr. WATERMAN. Yes, sir. 

Mr. HotiasaucH. Doesn’t the movie state the hormone, the new 
drug, being used there is being made at the present time by the Scher- 
ing Corp. ! 

Air. ents I think I saw it before it was titled, so I can’t tes- 
tify astothat. Ishould imagine—— 

Mr. Horianaven. Anyway, the Schering Corp. 

Mr. WaterMAN. We did it. We supplied the material which that 
picture was made—from which those tests were made. 

Mr. HotiasaucH. When did Schering first become, come into the 
United States and was formed as a company, approximately / 

Mr. Waterman. I think it was 1933. 

Mr. HoitiasaueH. From that day to the present time, its main inter- 
est has been in the hormone field ? 

Mr. WaterMAN. Its major interest. 

Mr. Horianavcn. Major interest is what I mean to say. 

Now, when did Schering become interested in the plant sources in 
Mexico for the manufacture of cortical hormones? 

Mr. WaTerMAn. Well, that goes back before I came with the com- 
pany ; somewhere, I should say, in 1942 or 1943. 

Dr. Somlo came to see Dr. Schwenk, who was then director of re- 
search for Schering, and suggested that maybe they should cooper- 
ate, and at that time Dr. Schwenk, I believe, was doubtful of the verac- 
ity of some of the chemical work which had been done by Dr. Marker. 

Mr. HottasaucH. Who was Dr. Marker? 

Mr. Waterman. Dr. Marker was an American chemist from Penn 
State, Penn State College then, now Penn State University, who had 
made really marked contributions in the field of steroid chemistry, and 
some of them were a little unusual, and Dr. Schwenk didn’t believe 
them, and for that reason did not accept this offer of cooperation. 

Mr. Hotiasaucn. Then subsequently, though 

Mr. WaTERMAN. Then later, we heard more and more about this. 
When I came with the company, we discussed it, going into Mexico, 
but we never did unti] an opportunity—a good opportunity—pre- 
sented itself in the early fall of 1949, when Dr. Marker, together 
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with a man named Sidney Ehrlich, who was president of the Tree- 
mond, brought Dr. Marker to see us, and expressed a desire for some 
cooperative work. 

his work was undertaken, and Dr. Marker brought with him vari- 

ous intermediates and raw materials. And that went on for several 
months, but finally broke up due to the difficulties of working with Dr. 
Marker who, to put it mild , 1s a rather suspicious man. 

And that, however, gave us an interest in the field. We continued 
to work there, and have been interested in plant sterols ever since. 

Mr. Hotianaven. Yes. 

Now did you undertake in the 1949 and 1950 period to purchase 
pregnenolone or any other product from the Syntex Co. in Mexico? 

Mr. Waterman. No; not that I can remember. 

Mr. Hotiasavenr. Did you consider making purchases from them ? 

Mr. Waterman. We did ata later date, but not at that time. 

Mr. Hotianaven. Identify the time when you did undertake or 
consider buying from them. 

Mr. Waterman. It was—we are jumping over a comparatively long 
period of time. 

Mr. Hoxtiasavuen. You tell it in your own words, chronologically. 

Mr. Waterman. When we really saw how valuable the plant sterols 
were, firsthand, we sent employees down to Mexico to look over the 
situation and including—and we also sent a botanist and a chemist 
turned botanist; and we finally decided that in view of the fact there 
a to be plenty of roots there, that we wanted to look into this 

urther. 

And we did get a few roots from Mexico at first, but soon there 
became—arose an edict or, I don’t know the technical term for it, 
whereby a tax, an export tax, was put on the roots of such a magnitude 
as to make it practically impossible to import the roots from Mexico. 

So in order to study the extraction of the roots and their conversion 
into 16-dehydropregnenolone and other materials which would stem 
from it, it was necessary for us to go to Mexico, and we rented space 
at a small oil extraction plant—vegetable oil—and ran a little pilot 
plant there for a matter of 2 or 3 years. 

And our research and development work progressed satisfactorily, 
and we were more and more interested. We looked into the root situ- 
ation, and it began to look better. 

I don’t know if this has been brought out or not, but at first Cabeza 
de Negra was used. This was a very slow-gruwing root, and by the 
time you got a tuber large enough to use, it had taken some 15 to 20 
years of growth. 

So using these Cabeza de Negra roots was more or less a mining 
operation, and we were very fearful that after those roots were gone, 
there would be nothing left. 

And we didn’t find it, but other people found quicker growing roots 
which had a higher diosgenin content. 

Mr. HotiasaueH. And they are the barbasco roots? 

-Mr. Waterman. They belong—yes, sir; they are what are called 
barbasco. There are many names for them. 

Mr. HotiasaucH. Or sometimes called the Mexican yam? 

Mr. Waterman. Yes. They will reproduce themselves in 2 to 5 
years, can be cultivated, and have a higher diosgenin content than 
Cabeza de Negra. 
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Mr. HotiapauGH. Pardon me. 

Prior to the time you made your increased investment in Mexico, 
at that time you were satisfied there would be plenty of roots for your 
operations ¢ 

Mr. WarTerMAN. That was determined very carefully, and we were 
assured there were plenty of roots, and that if it was necessary, the 
roots could be cultivated. They grew rapidly, and they grew lux- 
uriously. 

Mr. Hotiasaven. If you had not been convinced of that, you would 


not have been prepared to spend the money in Mexico that was ex- 
pended ? 


Mr. WaterMAN. Yes. 

Mr. HotiasaueH. Now proceed. 

Mr. WarTEerMAN. So we bought some land in Mexico, im the state 
of Mexico, outside of Mexico City, and were prepared to put up a 
plant, in fact, we started to do so. 

We then—TI am trying to remember this chronologically—we start- 
ed to put up a boilerhouse in a very small way, but before we entered 
into large-scale manufacture or anything approaching large-scale 
manufacture, we ran into the problem that diosgenin could not be ex- 
ported from Mexico, and then 16-dehydropregnenolone could not be 
exported from Mexico. 

Senator O’Manoney. When did you find that? 

Mr. Waterman. That was in 1954 or 1955, about that time. 

Again, it was not a prohibition. It was a tax which was so high as 
to make it uneconomical. 

So again we stopped. We had a plant about half built, and we 
didn’t know what to do, so we stopped again. And we decided that 
maybe the thing to do was to go on and go a few steps beyond 16-de- 
euiumminiaaaaines and we in the meantime had ordered special 
equipment and had designed special equipment, some of which still 
hasn’t been made, and some of which was made and not sent to Mex- 
ico, when the final blow fell. 

We tried to get roots, and were told that—we were never told we 
could not get roots. We still have not been told we could not get 
roots, but it has always been postponed and postponed, and that. post- 
poning has gone on for at least a year and a half, if not 2 years. 

Senator O’Manoney. Who was the postponer ? 

Mr. Waterman. The Government in Mexico, I believe the Depart- 
ment of Agriculture. 

Senator O’Manonry. You made application 

Mr. WaterMAN. Sir? 

Senator O’Manonry. You made application to what branch of the 
Government ? 

Mr. Waterman. To what branch ? 

Senator O’Manoney. To what branch of the Government of Mex- 
ico? 

Mr. Waterman. I believe it was the Department of Agriculture. 
I don’t know firsthand, sir, but it is in the record and can be deter- 
mined. 

Mr. Hoi.asaucn. From time to time after first making your appli- 


cation, your representatives urged the Mexican Government to let 
you have—— 
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Mr. Waterman. Again and again. 

Mr. Hotiapavenr. There never was a direct refusal ? 

Mr. Waterman. That is right, sir. 

me. Hotiasavucu. There simply was never any action; is that cor- 
rect ! 

Mr. Waterman. Yes, sir. 

Mr. Hoxziasaven. All right, now let’s go back just a moment, Mr. 
Waterman, to the time—the reasons why you undertook to go into 

exico anyway. You were searching, your company was searching, 
for the cheapest and the best sources to make the finished product, the 
hormone which your company would sell in the United States? 

Mr. Waterman. Yes, sir. 

Mr. Hoiianaven. Now, at the time you first considered setting up 
your pilot plant in Mexico and having any operations at all there, 
did you go into the question of what you could buy the material for, 
if it were shipped to you by Syntex here in the United States? 

Mr. WaterMAN. At the period just before we started construction 
of the plant in Mexico, and after we had been operating as a pilot 
plant, our financial people said, “Now is the time to stop, look, and 
listen, before we make a very appreciable capital investment there. 
Maybe we can buy 16-dehydropregnenolone acetate in Mexico and not 
make all this capital expenditure.” 

We sent a man to Mexico, and he interviewed everyone and talked 
to everyone he could on the subject, and we could never buy 16-dehy- 
dropregnenolone at a price comparable to what our cost accountants 
indicated we would be able to make it. 

So with that in mind, we went ahead. That was before there was 
any embargo on the 16-dehydropregnenolone. 

Senator O’Manoney. From whom did you try to buy it? 

Mr. WatTeRMAN. From Syntex, from Protex, from Gideon Richter. 
I think those three. 

Senator O’Manoney. Did you ever discover why these difficulties 
were met in the attempt to get them ? 

Mr. WaterMAN. Either they just had a high price, or perhaps their 
costs were higher than ours. I cannot say which it was. 

Senator O’Manoney. Well, before the embargo, there was a high 
price which would be uneconomical for your purposes ? 

Mr. Waterman. Yes, sir. 

Senator O’Manoney. Right. And then, after the embargo, which 
was really not an embargo but a tax, an export tax——— 

Mr. WaTERMAN. Yes, sir. 

Senator O’Manoney (continuing). That also again made it un- 
economic to acquire the material you needed and pay the tax and pro- 
duce at a salable price—— 

Mr. WaTeRMAN. Yes, sir. 

Senator O’Manoney (continuing). The material you were after. 

Mr. WatTerMAN. Yes, sir. 

Mr. Hotiazaven. So in the beginning, when you were considering 
the purchase, you felt that the price was not fair and reasonable? 

Mr. Waterman. I don’t know if it was fair and reasonable. It 
was not as cheap as we could make it, by quite a considerable amount. 
Mr. Hotianaven. Yes. 
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Now, you have testified that you made the applications to the Mexi- 
can Government for the permit to buy the roots. 

Mr. WaterMAn. Yes, sir. 

Mr. Hotiasauen. Did Syntex object to your obtaining permits ? 

Mr. Waterman. I can’t testify firsthand that they did, but every- 
one said they did. 

Mr. Hotiasaueu. As an officer of your company, it was your busi- 
ness; as one of the officers of your company it was your business to 
find out what was happening to your foreign plants and companies, 
was it not? 

Mr. WarerMAn. Our representatives said it was their opinion that 
Syntex was responsible for our not getting the roots. 

Senator O’Manonry. When you said everyone told you about it, 
can you tell us who “everyone” is? 

Mr. WarerMAN. Who “everyone” is? 

Mr. Hotiapauen. You are referring to the representatives of your 
company in Mexico? 

r. WATERMAN. Our representatives who had gone to Mexico, our 
representatives in Mexico and our lawyers there. That is who “every- 
one” is. 

Mr. Hotiasaver. Will you tell the chairman the name of your 
company in Mexico? 

Mr. Waterman. We have 2 companies in Mexico, one operating com- 
pany, Scherimex, and another company which was set up specifically 
to operate this plant that never operated, called B-e-i-s-a, Beisa, which 
is the initials of four Spanish words which I can’t guarantee. I think 
they are Beneficiado something Societa Anonyme. The “I” is for 
“Industry,” I think. 

Mr. HotxiasaueH. Mr. Chairman, perhaps we had better call it 
Beisa. 

Mr. Waterman. B-e-i-s-a. 

Mr. Hotiazaueu. Do youstill have that plant in Mexico? 

Mr. Waterman. We have that plant in Mexico. It is not quite 
finished. It still operates as a pilot plant, not as a production. 

Mr. HotiapaueH. And the expense to your company has been quite 
considerable; has it not? 

Mr. WaTeRMAN. Very considerable. 

Mr. Hotuanaucn. Now, the purpose of having the plant there is 
looking to the day when you would be able to operate. 

Mr. WaTERMAN. Yes, sir. 

Mr. Hoitiasauen. And you have been willing, your company has 
been willing, to make these substantial investments and to continue 
the substantial, heavy expense, with the hope and expectation that at 
some point you will be able to operate and produce a product and 
handle it in the normal business way ? 

Mr. WaterMAN. That is right. 

Mr. Hotiasaven. All right. 

Now, in the event that you could get the roots, would you begin 
operations as soon as it was reasonably feasible for you to do so? 

Mr. WaterMAN. I believe that would be our intention. 

Mr. HotiasaueH. Otherwise, there would have been a considerable 
waste of money to have kept the plant there for all this period of time. 

Mr. WATERMAN. Yes. 
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Mr. Hotiasauen. Now, in the negotiations or discussions with the 
Mexican officials, did Schering undertake to meet the argument about 
the old and the new customer rule ? 

Mr. WarerMAN. We pointed out to them that—this is secondhand, 
but I am reasonably sure it is correct. We pointed out to them that 
we were not desiring to sell this material to anyone but ourselves. 

Senator O’Manonry. When you say “We,” whom do you mean? 

Mr. Waterman. Our representatives, our lawyers in Mexico City. 

Senator O’Manonry. Were those Mexican nationals? 

Mr. WaTEeRMAN. Yes, sir. 

Mr. Hotxasauen. Now, Mr. Waterman, I believe you just stated 
that Schering argued that since it was going to use the product made 
in Mexico for its own operations in the United States, that therefore 
you would, in effect, be a new customer. 

Mr. Waterman. They didn’t have to worry about our taking their 
customers away from them. 

Mr. Hotiapauenr. So that you would not be—yes, taking a customer 
that Syntex had in the United States. 

Mr. WaTerRMAN. Yes, sir. 

Mr. Houtiasavex. But thus far, that argument has been unavailing; 
has it not ? 

Mr. WATERMAN. Yes, sir. 

Mr. Hotianauen. Now, let’s turn to this—— 

Senator O’Manoney. Let me get that clear. 

Mr. WarTerMAN. Sure. 

Senator O’Manoney. What were the circumstances on which you 
a oe assertion that you would not be dealing with customers of 

ntex ¢ 

Mr. WaterMAN. We would use the material to manufacture hor- 
mones ourselves, and not sell any of the products, not sell the compound 
S which we might make, to someone who might be their normal 
customer. 

Senator O’Manoney. How did you come to that decision ? 

Mr. WarTerMAN. Because that was why we were there in the first 
place. 

Senator O’Manonry. Why you were where ? 

Mr. Waterman. In Mexico. 

Senator O’Manonry. How did you come to make that decision ? 

Mr. Waterman. Perhaps—could I step back a few steps ? 

Senator O’Manoney. Yes, of course. I would like to make it clear. 

Mr. WatTerMan. Yes. 

As it stands now, there are 2 ways of, at least 2 ways of making these 
adrenal cortical hormones: One starting from ox bile, and the other 
from Dioscorea roots. We use primarily ox bile, and any roots that 
we would use would be displacing ox bile. 

Senator O’Manoney. That is clear. 

Mr. Waterman. And that is why I would say we would not be 
interfering with any of their customers. We would just be displacing 
some of the ox bile. 

Senator O’Manoney. Why does that follow ? 

Mr. Waterman. Sir? 

Senator O’Manonry. Why does that follow? I do not see the 
logical sequence. You were making the product from ox bile. 

Mr. WATERMAN. Yes, sir. 
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Senator O’Manoney. And selling to customers wherever you got 
them, I assume. 

Mr. WatEerMAN. We were selling finished goods, packaged goods. 

Senator O’Manoney. Finished goods to whomever was willing to 


a 
Mr. WATERMAN. Yes, sir. 

Senator O’Manoney. Then when you began to make the finished 
product from the barbasco root, you were selling to the same 
customers ? 

Mr. Waterman. That istrue. Could I 

Senator O’Mauoney. Now, did you have any certainty that those 
customers were not also customers of Syntex / 

Mr. Waterman. They were not. Syntex did not sell to ultimate 
consumers. I am talking about sales by Syntex to other pharmaceu- 
tical manufacturers. 

Senator O’Manoney. Well, then, your statement that you would not 
be selling to customers of Syntex is based upon the fact that you were 
dealing in a finished product which went to consumers who used the 
drug; whereas Syntex was selling to laboratories which were making 
the finished product just as you were? 

Mr. Waterman. Yes, sir, that is exactly right, sir. 

Senator O’Manoney. O. K. 

Mr. Hotuasaven. Now, in the course of your duties, did you ever 
have any conferences with representatives of the Syntex Co. 

Mr. WarTeRMAN. Yes, sir. 

Mr. Hortzasaven. Did you have any in connection with the possible 
granting of a patent license ? 

Mr. WaTerRMAN. Yes, sir. 

Mr. Hotiasaver. Would you describe what transpired and what 
the circumstances were ? 

Mr. Waterman. I believe, well I know that the first time that I ever 
met anybody from Syntex other than Dr. Somlo, who is no longer 
with them, was in the winter of 1955, when Dr. Somlo called Mr. Brown 
and Mr. Brown was away and the call was transferred to me and I 
went to see him. 

We had dinner together there. This was in January 1955. This 
was just before we brought out prednisone and prednisolone, and we 
did not talk about patents, talked about business. It was more social 
than anything else. Then I should say a month or 6 weeks later Dr. 
Somlo came again and I saw him with Mr. Brown once and I think 
once alone; and by that time the structure of our new steroid was 
known, and he was then interested in a patent owned by Syntex which 
it was claimed covered this new compound. 

Mr. HotiasaueH. Could you identify the patent? 

Mr. WaterMAN. I cannot give you the number but it is the Djerassi 
patent. 

Mr. HoriasaueH. What is it customarily called ? 

Mr. WarTerMAN. Customarily called the Djerassi patent. 

Mr. Hotiasavuen. Would you spell it for the reporter ? 

Mr. WarerMAN (spelling). Djerassi. 

Mr. Hotzianaucn. Now that patent was owned by Syntex? 

Mr. Waterman. Yes, sir. 

Mr. Hotiasaven. Now the meeting was for the purpose of Scher- 
ing taking, or possibly taking a license from Syntex? 

r. WATERMAN. Ye, Sir. 
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Mr. Hotiasaven. To use the patent in the United States? 

Mr. WaterMan. Yes, sir. 

Mr. HoitiasavucH. Now who participated or who was present at 
the meeting ? 

Mr. WaterMAN. There were several meetings. 

Mr. HotiasaueH. Was Mr. Brown there? 

Mr. Waterman. Mr. Brown. The first meeting was Brown, Water- 
man, Somlo. Then I saw Somlo once and Brown saw him once, and 
then later we had meetings with their patent attorney, Mr. Simon, and 
Dr. Zaffaroni. 

Mr. Hotiasavuen. Is Zaffaroni an official or was he one of the rep- 
resentatives of the Syntex ? 

Mr. Warerman. He isascientist turned businessman. 

Mr. HotiazaueH. Now in these discussions—— 

Senator O’Manoney. Is that progress ? 

Mr. Waterman. Maybe I should leave because I am a prejudiced 
observer. I don’t know if I could be called a scientist. 

Mr. Hortasauen. The purpose of this meeting was to undertake 
to secure a license under this patent because it had a bearing upon 
the formula that your company was interested in using. 

Mr. WATERMAN. Yes, sir. 

Mr. HotiasaucH. So that you were in effect asking Syntex to give 
you a license, assuming that—— 

Mr. WaTERMAN. We did not ask them. 

Mr. HotiasaueH. Well, how did it come about then that you were 
trying to get a license from them ? 

Mr. WatEerMAN. They were trying to interest us in taking a license. 

Mr. HotiasauenH. So they came to you? 

Mr. Waterman. Yes, sir. 

Mr. HotiasauenH. To take a license under the patent? 

Mr. Waterman. Yes, sir. 

Mr. Horxiasaucu. Then in negotiations the question arose, as is 
normal in such negotiations, about what the terms of the license 
would be? 

Mr. WATERMAN. Yes, sir. 

Mr. HotiasaueH. Did they discuss with you the possibility of your 
also purchasing —— 

Mr. WATERMAN. Yes, sir. 

Mr. Hotiapaven. What? 

Mr. Waterman. This is difficult. I think they discussed the pur- 
chase of 16-dehydropregnenolone and S, but I am sure they suggested 
the purchase of S, because at about that time the embargo was going on 
on 16-dehydropregnenolene or was about to go on. 

Mr. HotiasaueH. You mean the export tariff ? 

Mr. Waterman. Maybe I should not use the word “embargo.” The 
prohibitive export tax. 

Mr. Hoitiasavuen. You say that export tariff was about to go on? 

Mr. Waterman. It either had gone on, or was about to. It went 
on, I believe, about April or May 1955. 

Mr. Horxasaven. Did the Syntex officials or representatives indi- 
cate that there was about to be such an export tariff imposed ? 

Mr. Waterman. I do not remember whether they said it or not. 
We heard it from other sources. They may have mentioned it, too; 
I don’t know. 
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Mr. Horzasauen. So the gist of their offer to Schering was the 
grant of a license and the sale of certain products to Schering? 

Mr. Waterman. I don’t know that they specifically said, “You do 
this” and “You do that.” The intimation was very strong that you 
would do much better in getting a license and at a lower royalty if you 
purchased compound S. 

Mr. Hotxanaven. Tying the two together ? 

Mr. Waterman. Yes, sir. 

; Me. Hotiasaven. And you were present personally at those meet- 
ings 

Mr. WaTERMAN. Yes, sir. 

Mr. Hotiasaven. Did they ever sue Schering for alleged violation 
of the patent ? 

Mr. WaterMAN. No, sir. 

Mr. Hoiiasavuenu. Did they ever threaten to sue you for that, to 
your knowledge ? 

Mr. Waterman. Threats? I want tostop a minute. 

Mr. HotxasaucnH. Let me say it this way: Did they ever write to 
you and say, “If you do not” 

Senator O’Manoney. Ask him what they wrote to him. 

Mr. Waterman. I do not think they wrote at all. I am reasonably 
sure of this. This was all verbal and there was an implied threat, if 
not an actual threat. 

Is that satisfactory ? 

I am trying to remember it as best I can. 

Senator O’Manoney. Well, what do you mean by “threat”? 

Could you describe it tous? What was said? 

Mr. WaterMAN. Well, they said, “There does not seem to be any- 
thing left for us to do but go ahead and sue.” 

Senator O’Manoney. And who said that ? 

Mr. Waterman. I think Mr. Simon said that to me over the phone 
once, quoting Dr. Somlo. 

Mr. Hotiasaven. And Mr. Simon is who? 

Mr. Waterman. Patent attorney. 

Mr. Hotuasauen. For Syntex? 

Mr. WaterMAN. Syntex; yes, sir. 

Mr. Hortiapauen. And he is a United States patent attorney ? 

Mr. WaterMan. Yes, sir. 

Senator O’Manoney. Now thisisclear. Your memory is clear? 

Mr. Waterman. Yes, sir. 

Senator O’Manoney. This man said to you over the telephone, 
“Well, I don’t think there is anything else for us to do but to go ahead 
and sue.” 

Mr. Waterman. On the basis that they had this patent. 

Senator O’Manoney. And because you were doing what? 

Mr. WatTerRMAN. Because we were making a compound which it was 
claimed fell under the claims of this patent. 

Senator O’Manoney. In your opinion did it fall under the claims 
of the patent ? 

Mr. Waterman. It and many hundreds of thousands of other com- 
pounds fall under it. 

Mr. Hotxapnaven. Is it the contention of Schering that the patent 
is invalid because it is too broad in its scope ? 

Mr. Waterman. Yes, sir. 
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Mr. HoxuasaucuH. So if there should become a contest as to its 
validity, there would be the question at issue before the court as to 
whether or not the patent is too broad and therefore an invalid patent? 

Mr. Waterman. Yes, sir. 

Mr. Hotzuasavuen. That is the issue that would be brought out? 

Mr. Waterman. Yes. 

Mr. Horiasaucu. Now just a few more questions, Mr. Waterman. 

To your knowledge did other representatives of the Schering Corp. 
have meetings with the representatives of the Syntex Corp. ? 

Mr. Waterman. Not in the absence of Mr. Brown or myself, not 
thatI know of. You mean in connection with this patent? 

Mr. Hoxiasaven. No, I mean in connection with any of the prob- 
lems here? 

Mr. Waterman. All the way back? 

Mr. Hotiasavuenu. Yes. 

Mr. Waterman. Oh, I think 

Mr. Hotuiasaven. Let’s put it this way. Who negotiated or who 
dealt with this problem mainly for your company ? 

Mr. WarerMANn. The license agreement in 1952, I think it was in 
1952, was negotiated by Mr. Brown and Mr. Jurow, Mr. Brown being 
the president of Schering Corp., Mr. Jurow being general counsel 
and secretary. 

Senator O’Manoney. Where are those two men now? 

Mr. WarerMan. They are both in Europe, sir. 

Mr. Houianaven. I would like to report to the chairman we un- 
dertook to secure them as witnesses but we found they were in Europe, 
Mr. Brown and Mr. Jurow. : 

I have no further questions for this witness, Mr. Chairman. 

Senator O’Manonry. Thank you very much. You are released. 

Mr. Reporter, while the counsel are looking for certain documents, 
let it appear in the record that Mr. Waterman appeared under sub- 
pena fron this committee. 

Mr. Hotianauen. Now, Mr. Chairman, before calling the next wit- 
ness I would like to offer into the record copies of the following con- 
tracts 

Senator O’Manonry. Do you want to offer these for the record or 
for the files ’ 

Mr. Hotiaravuen. For the files. 

Senator O’Manonry. I think it would be better, knowing as I do 
the bulk of these contracts, to offer them for the file but if you would 
be good enough to describe the contracts in a brief summary to identify 
them, I think that will be sufficient for the record, since the contracts 
will be on file. 

We called for the contracts and we received them, did we not? 

Mr. Hottasavuen. That is correct, sir. 

Senator O’Manoney. By letter. 

Will you read the letter, please ? 

Mr. HoxxiaBnaueH. This 1s a letter to me in care of the office of Sen- 
ator Joseph C. O’Mahoney, Senate Office Building, dated July 3, 1956, 
from Jesse G. Heiges of the Charles Pfizer & Co., Inc., manufacturing 
chemists, 11 Bartlett Street, Brooklyn 6, N. Y. 

The letter says: 








Pursuant to our telephone conversation of today I am forwarding to you here- 
with an additional set of the documents which we mailed to you on June 29, to- 
gether with a copy of my letter of June 29. 








WONDER DRUGS 103 


I am also enclosing a summary of the license agreements effective as of April 
30, 1954, to which Syntex, S. A., American Steroids, Inc., Pharmaceutical Prod- 
ucts Co., Inc., and Pfizer are parties. As I have previously advised you, our com- 
pany is net exercising any of the claims made in the patent applications which 
have been furnished to us by the Syntex organization and which may result in 
the issuance of patents falling within the scope of this agreement. 

Sincerely yours, 


JESSE D. HEIGEs. 

The letter of June 29 referred to states: 

DeaR Mr. HOLLABAUGH: Pursuant to your request, I am forwarding to you 
herewith a copy of each of the documents which you examined during your recent 
conference at our office. In preparing the enclosed copies, I have deleted a few 
details, including certain information pertaining to quantities and prices as it 


was understood would be done. 
Sincerely yours, 


JESSE HEIGES. 

For the record, Mr. Chairman, I would like to state that subject 
to the right of the subcommittee to request this information at a sub- 
sequent date should it become important to do so, I stated that they 
could strike the references to specific prices and quantities because 
the Charles Pfizer & Co. contended that those were trade secrets of a 
kind which they did not wish to give us. 

The first agreement which I offer for the files is: 


AGREEMENT, made on July 10, 1953, at Mexico, D. F., Mexico, between PFIZER 
INTER-AMERICAN, S. A., a Panama corporation having an address at 33 Central 
Avenue, Panama, R. P. (herein called Chemicals), Synrex, S. A., a Mexican 
corporation having an address at Laguna de Mayran 413, Mexico, D. F. (herein 
ealled Syntex), EMrErIc SoMLO, residing at Virreyes 906, Mexico, D. F., FeperiIco 
LEHMANN, residing at Carpatos 620, Mexico, D. F., Joraz ROSENKRANz, residing 
at Prado Sur 440, Mexico, D. F., and I. V. SoLtins, residing at 87 Brevoort Lane 


Rye, New York, (herein called the StocKHOLDERS ). 


Senator O’Manoney. Would it be possible for you, Mr. Hollabaugh 
to briefly state the subject matter of these contracts or are they all 
of a different kind ¢ 

‘Mr. HotiapauGu. They are of a different kind. 

( Discussion off the record. ) 

Mr. Hotiasaven. Let’s call as the next witness Dr. I. V. Sollins. 

Senator O’Manonry. Won’t you now give the reporter the number 
of exhibits that you are offering ? 

Mr. Hotiapauen. I have already given you one. 

The next exhibit is the supply agreement of July 10, 1953, between 
Syntex, American Steroids, Inc., Pharmaceutical Products Co., and 
Pfizer Inter-American, S. A. 

The sales agreement of July 10, 1953, Mexico, D. F., between Ameri- 
can Steroids, Inc., Pfizer Inter-American, dated July 10. 

Research agreement made this 10th day of July 1953, in Mexico, 
between Charles Pfizer & Co., a Delaware corporation, Pharmaceutical 
Products Co., Syntex, S. A.,and American Steroids. 

Agreement of July 10, 1953, made in Mexico between Pharmaceu- 
tical Products Co., Inc., Pfizer Inter-American, S. A., entitled “Sales 
Agreement (dosage form of steroid products) .” 

A termination agreement dated July 10, 1953, relating to each of 
the contracts which I now am offering. 

A contract executed October 27, 1955, between American Steroids, 
Inc., Syntex, S. A., and Charles Pfizer & Co., Inc. 
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A supplementary letter agreement of December 8, 1955, from I 
Charles Pfizer & Co., itself from the director of purchases, Charles | 
Pfizer & Co., to American Steroids, Inc., and Syntex, S. A. ; 

A steroid supply agreement dated May 26, 1956, between American 
Steroids, Inc., and Charles Pfizer & Co., Inc. 

A supply agreement of May 26, 1954, between American Setroids, | 
Syntex and Pfizer Corp. 

Now with that, Mr. Chairman, I would like to call the next witness, ; 
Dr. Sollins. 


Mr. HotxasaueH. Will you state your name for the record? 
TESTIMONY OF DR. IRVING V. SOLLINS 


Dr. Sottrns. My name is Irving V. Sollins. 

Mr. Hotxasaveu. Where did you attend school, Mr. Sollins? What 
universities ? 

Dr. Sottrns. I completed my earliest training at Maryland State 
Teachers College at Townsend. I subsequently took a bachelor of 
science degree and master of arts degree and a doctor of philosophy 
degree at New York University. I obtained my doctor of philosophy 
degree in 1933. 

{r. Hottasaven. And your doctorate is in what field, sir? 

Dr. Soitins. My major interest during all that time was in the field 
of health education, public health, public health methods, and that 
general subject. 

Senator O’Manoney. When did you receive your latest degree ? 

Dr. Sotitins. From New York University. / 

Senator O’Manoney. What year? 4 

Dr. Sottrns. 1933. 

Senator O’Manoney. Where were you born ? 

Dr. Sottins. In New York City in 1909. 

Mr. HotuasaueH. Do you appear here pursuant to a subpena ? 

a Soturns. Yes, I have a subpena and I am here in response to 
that. 

Mr. Hotiasaueu. Now following your graduation from school, 
what sort of work did you engage in ? 

Dr. Sottrns. My major activity since getting out of school was in 
the field of public health. I taught for several years at New York 
University as an instructor. I was there as a research fellow for some 
period of time. 


Subsequently I entered the United States Public Health Service 
where I remained until 1946. } 

During that time, during the time of my work with the Public 
Health Service, my principal field of activity was in connection with 
the prevention an cadet. of venereal diseases, which unfortunately 
is still with us. 

I had a great deal of experience during my work with the Public 
Health Service in connection with the organization and administra- 
tion of hospitals and clinics and with the general problems of medical 
supply and pharmaceuticals and so forth. 

Mr. Hotiasaven. Were you ever employed by the Government of 
the United States? 


Dr. Sotz1ns. Yes. I just stated that I was with the United States 
Public Health Service. 


eT ae cle tela cela lal ba ons 








WONDER DRUGS 105 


Mr. Hotiasaver. When did you leave the United States Public 
Health Service? 


Dr. Sotiris. In 1946. 

Mr. HotiasaueH. And then what did you do following that? 

Dr. Souutns. Following that, I went to work with Chenaient Spe- 
cialties Co. in New York. 

Senator O’Manoney. Did you leave the Public Health Service to 
enter the employment of Chemical Specialties? 

Dr. Sotiris. Yes, sir. 

Mr. Hotiasavcw. And what position did you hold with Chemical 
Specialties ? 

Dr. Soturns. At the beginning of my employment with Chemical 
Specialties Co. I held the position of general manager and also the 
nominal position of secretary of the corporation. 

Subsequently, a year or two later, I was made president of the com- 
pany and general manager. 

Senator O’Manonry. Why did you call it a nominal position as 
secretary ? 

Dr. Sottins. Well, the functions of the secretary of the corporation 
were not particularly important. 

They were concerned with the filing of routine reports and so forth. 
My real and important function in the company was that of general 
— and it was for that function and that service that I was paid 
a salary. 

Seninaie O’Manoney. But you actually did not perform the duties 
of the secretary ? 

Dr. Sottrns. Yes, but they were very minor duties, Senator. They 
were not my major duties in the company. 

Senator O’Manoney. Your statement that you were only a nominal 
secretary gave the impression that you really were not the secretary 
but that you were just given that title to make it look better. 

Dr. Sottins. No, I have not stated it correctly. I would say that 
the duties of the secretaryship were rather nominal. 

Senator O’Manoney. General manager is a much more important 
function ? 

Dr. Sotiins. Yes, sir. 

Mr. Hotxasaven. Would you briefly describe what Chemical Spe- 
cialties’ business was at the time you were there ? 

Dr. Sori1ns. Well, when I first came with the company, the activi- 
ties of Chemical Specialties were rather modest and there was not very 
much activity as a matter of fact, but from the time I started with the 
company, we began to undertake a program to promote the use of 
and sell hormone products in this country and abroad. 

Mr. Hotiasaveu. Would it be fair or accurate to say that it was a 
selling agent in the United States, a selling company for the Syntex 
Products? 

Dr. Souurns. Yes, sir. 

Mr. Hotianaucu. Yesterday I offered into evidence the affidavit of 
Mr. Lagos dated February 27, 1952? 

In connection with your duties with Chemical Specialties, did you 
have any knowledge of this affidavit ? 

Dr. Sotiins. Yes, I did. 

Mr. Hotianaucn. And how did you happen to have knowledge of 
this affidavit ? 
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Dr. Sottrns. Well, at about that time the companies, one of the 
companies’ principal interests was to encourage the use and sale, the 
sale and uses of progesterone in the United ‘States, and in that con- 
nection it seemed that it would be desirable and necessary to obtain 
licenses under the patents that were held, that were vested with the 
Alien Property Custodian that were concerned with various steps in — 
the manufacture of progesterone. 

In addition to this, the company wanted to sell a number of other 
steroid hormone products that also were covered at one point or an- 
other in patents that were vested with the Alien Property Custodian, 
and for this reason it was decided that Chemical Specialties Co. 
should apply to the Office of the Alien Property Custodian for licenses 
under those vested patents. 

Those licenses were available to any company that was operating or 
manufacturing or selling products in this field at a nominal royalty 
rate. 

Mr. Hotxiazauen. I believe that the licenses granted which are in 
the record, they were royalty-free ? 

Dr. Sotiris. They involved the payment of a $15 fee in lieu of 
royalty. 

fr. Hottapauen. Yes. Go ahead, please. 

Dr. Sottins. The company applied to the Office of the Alien Prop- 
erty Custodian for such licenses, and in connection with that appli- 
cation certain questions were raised at that office. 

These questions apparently came about as the result of some know]l- 
edge or information that had been lodged with the Department of 
Justice to the effect that Chemical Specialties Co. or its affiliated cont- 
pany, Syntex, had something to do with preventing the export of 
materials from Mexico or allowing free access to other companies in 
Mexico for such materials. 

The affidavits to which you referred were filed in answer to those 
allegations in an effort to present the facts as they were at the time 
to the Office of the Alien Property Custodian. 

Mr. Hotiasaueu. Were you present when the affidavit of Mr. Lagos 
was being prepared ? 

Dr. Sotiris. Yes, I was. 

Mr. HotxiasaucH. Who else was present ? 

Dr. Sotiris. Dr. Somlo, who was the principal owner of Chemical 
Specialties Co., and also of other Syntex companies, and Mr. Lagos, 
the president of Syntex and I believe an attorney, Mr. Rauh. 

Mr. HotiasavueH. Will you identify Mr. Rauh? 

Dr. Sotiins. Mr. Joseph L. Rauh, the gentleman whose letter you 
read into the record yesterday. 

Mr. Hotianaven. Of Rauh & Levy ? 

Dr. Sorts. That is right. 

Mr. Hotiasaven. So that affidavit was prepared. 

Was it prepared in English or Spanish or what particular language ? 

Dr. Sottrns. Well, it was prepared in both languages, that is my 
recollection of how the affidavit—you are referring to Mr. Lagos’ 
affidavit ? 

Mr. Hotiasauen. Yes, I am. 

Dr. Sotiins. My recollection of how that was prepared was that 
the allegations that had been made to the Office of Alien Property 





WONDER DRUGS 107 


Custodian were related to him and to Dr. Somlo in English and he 
replied to those as is shown in the affidavit, in Spanish. 

Dr. Somlo, who was present, acted as a translator from the Spanish 
to the English. 

Mr. Lagos I should say for this purpose was perfectly well con- 
versant with English, that is, he understands English well, but pre- 
fers not to speak it if he can avoid doing so, so that in general the con- 
versations were with -him in English to him and in Spanish from him, 
and in connection with the Spanish from him, Dr. Somlo acted as the 
interpreter. 

Mr. Hotiasauen. Was there much time spent in the preparation 
of this in informing those present as to what they were going to do? 

Dr. Sottrns. Yes, I would say that this matter was prepared over 
a period of a day or two. 

Mr. Lagos dictated his comments in preparation of this affidavit 
in Spanish or wrote them out in longhand, I am not quite sure which. 

This was then translated and considerable discussion was held over 
the various points in it to make sure that the English version of 
the affidavit would coincide precisely with Mr. Lagos’ understanding. 

Mr. HotiapavueH. In other words, there was careful drafting of 
the document ? 

Dr. Sottrns. Very careful. 

Mr. Hotxasaven. Now at that time your functions with Chemical 
Specialties was in connection with what, the operation of the Ameri- 
can company ? 

Dr. Sorxiins. At that time my function with Chemical Specialties 
was to promote the sales of these products and to encourage their use 
in various pharmaceutical forms and for various manufacturing pur- 
poses, and my major activity was concerned with selling and with 
encouraging research in the clinical field in the development of uses 
of these products. 

Senator O’Manuonry. Did Chemical Specialties have any research 
facilities ? 

Dr. Sotiins. At that time it did not, sir, but later on it did acquire 
some research. 

Senator O’Manoney. What was the relationship between Syntex 
and Chemical Specialties ? 

Dr. Soti1ns. Chemical Specialties was a separately owned corpora- 
tion, but the ownership of the corporation was almost identical with 
the ownership of Syntex. 

Senator O’Manonry. What do you mean then by separately owned ? 

Dr. Sotrins. What I mean, Senator, is that Chemical Specialties 
was not at that time a wholly owned subsidiary of a Mexican or of any 
other corporation, but it was a separate corporation, the stockholders 
of which were principally the same as the stockholders of the Mexican 
company. 

Senator O’Manoney. Well, it was a company which operated at 
all times under those circumstances in accordance with the will of the 
owners of the two companies? 

Dr. Sottrns. Yes, sir. 

Senator O’Manoney. The management was the same? 

Dr. Sottins. The overall management, yes, was the same. 

82283—57——_8 
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Senator O’Manonrey. You were general manager of Chemical 
Specialties? 

Dr. Souxtins. Yes, sir. 

Senator O’Manoney. Did you have any function with respect to 
Syntex ? 

Dr. Sotiris. No. 

Senator O’Manoney. From whom did you take your orders? 

Dr. Sotiins. I took my orders from Dr. Somlo. 

Senator O’Manoney. What was his position ? 

Dr. Sottins. In Chemical Specialties Co. ? 

Senator O’Manoney. Yes, sir. 

Dr. Soturns. For some period of time he held the position of a 
director of the corporation, and I believe for some short period of 
time he held a position as an officer of the corporation, but after a time 
he gave up both his directorship and his officership but exercised his 
general control and management by virtue of being the principal 
stockholder and the boss. 

Senator O’Manoney. And what was his position in Syntex ? 

Dr. Sorurs. In Syntex his position was that of general manager 
of the Syntex Corp., what is known in Mexico as gerente general. 
Senator O’Manoney. Now he was the superior officer in Syntex ¢ 

Dr. Souturns. Yes, sir. 

Senator O’Manonry. He was general manager there, just as you 
were general manager in Chemical Specialties ? 

Dr. Sotzt1ns. The comparison is—— 

Senator O’Manoney. Except that he was your boss? 

Dr. Sotuins. Yes. The comparison is not quite—— 

Senator O’Manoney. And you were a nominal general manager of 
Chemical Specialties, because you were subordinate to Mr. Somlo? 

Dr. Sotirns. I was not independent in making any decisions of any 
major type. 

Senator O’Manoney. The decisions of the general manager of 
Chemical Specialties were the decisions of the general manager of 
Syntex ? 

Dr. Soturns. That is right. 

Senator O’Manoney. In other words, the corporations were merely 
legal entities to carry out the general policies of Syntex ? 

Dr. Soturns. That is correct. 

Mr. HotiasaueH. Now did there come a time when you left Chemi- 
cal Specialties ? 

Dr. Soins. Yes; there did. 

Mr. HotiasavceH. About when was that? 

Dr. Soturns. I left Chemical Specialties, the Syntex organization, 
at the beginning of December 1954. I might add at this point that 
I had been trying to leave the organization for some several years 
before that, but for a number of reasons had been unable to do so. 

My actual resignation took effect in December of 1954. 

I was hardly on business or let’s say I was hardly on speaking terms 
with the general management of Syntex for quite some time before 
that. 

Mr. Hotiasaven. Do you mean to say by that, Dr. Sollins, that 
there was disagreement between you and the officials of the Syntex 
Corp. ? 
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Dr. Sotiris. Yes, there definitely and certainly was. 

Mr. Hotiazauen. Would you describe them ‘ 

Dr. Sotiins. Well, this difference of opinions between myself and 
the general management of Syntex dated back quite a few years, and 
dated back to about 1951-52, by which time I was becoming somewhat 
more conversant with certain kinds of activities that were going on, 
and I felt unhappy in the situation and wanted to get out. 

My original approach and my basic philosophy in getting into this 
business in the first place arose and stemmed out of my general back- 
ground in the field of public health. 

I always had the concept and tried to sell, as it were, that philoso- 
phy to the management of Syntex that the best progress that we could 
make in the industry would be to encourage broad, mass uses of ster- 
oid hormone products to manufacture the largest possible quantities 
to sell at the lowest possible prices to thereby encourage consumption 
in new uses, new development, to let us say be satisfied with lower unit 
earnings but encourage greater volume of business. 

And in the first few years of my association with this company, that 
point of view seemed to have been sold to them and seemed to have 
been pretty well adopted. 

Mr. Hotxiasaucn. By that do you mean that there had been some 
price reductions ? 

Dr. Sotiris. Yes. 

During my tenure with the company I tried to bring the prices 
down constantly and thereby encourage use, broaden the base of the 
market, because I felt that this would not only be beneficial to the 
ultimate consumer, but also I thought it would be beneficial to us as 
businessmen. 

Well, for the first couple of years of my association with the organi- 
zation, this viewpoint held and seemed to have been accepted. 

Also in the beginning when I first came with the organization, there 
was a real and sincere challenge because although there had been gov- 
ernment action in the forties I believe it was to dissipate and break up 
what was referred to in those days as the hormone trust, there still 
remained some vestiges of the trust in trade practice. 

And so when I came into the organization, it was a challenge to be 
able to introduce a new company with a new viewpoint and so on. 

Later on, when we—— 

Senator O’Manongy. What was the organization which was re- 
ferred to as the hormone trust ? 

Dr. Sotiris. It was a carryover, Senator, of the European, three 
European companies, the Schering Co., the Dutch Organon Co., and 
the Swiss Ciba Co. who before the: war held a monopoly, virtual mo- 
nopoly and I think in fact we could say a rea] monopoly on hormones 
through controlling patents that originated in Europe. 

I believe it was in 1940 or 1941 

Mr. Hotianaven. Or 1941? 

Dr. Soritns. That the Department of Justice antitrust division 
broke that up and got a consent decree from the various companies 
and thus dissipated the effects of that in the United States. 

Mr. Hotuapnavucu. I might report to the chairman that we have in 
the files of the subcommittee the complaints in each of the cases de- 
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scribed by the witness which were filed by the Department of Justice 
against the companies designated in the complaints and the consent 
decrees which were entered in connection therewith. 

Excuse me, go ahead. 

Senator O’Manoney. The bell which has just sounded is a sum- 
mons to the floor. 

( Discussion off the record. ) 

Senator O’Manoney. Back on the record. ] 

As I understand, Dr. Sollins, your statement of your point of view, 
and of the conditions which you found in this particular industry, the 
policy in Europe of these original participants in the so-called hor- 
mone trust was that of making a product at high — for those who 
were able to pay a high price, whereas the point of view that you had 
when you went from the Public Health Service into the commercial 
aspect was that it would be of much greater help to the public welfare 
and the development of public health to make a large quantity of the 
hormones and sell them at a small price or a low price toa ah larger 
market, on the theory that it would be more profitable both to the 
manufacturer of the hormones to have a large market and more bene- 
ficial to the people to have easy access at a low price to an essential 
drug to counteract these crippling diseases so that it would be bene- 
ficial to all concerned, the manufacturer as well as the consumer, to 
avoid anything like monopolistic practices. 

Dr. Sottins. That is absolutely correct, sir. 

As a matter of fact, one could characterize the old European policy 
as a policy of producing the least possible at the highest price. 

What I was trying to do here was to produce exactly the inverse, 
that is produce the most that could be done and be able to sell it at the 
lowest prices, thereby not only broadening the basis of consumption 
but it seems to me also making the basis of consumption more per- 
manent. 

Senator O’Manoney. Well, it is comparable to the situation which 
existed when I was a youngster. 

Automobiles were then manufactured only for the classes, but the 
greatest profit in the motor industry was achieved when the auto- 
mobiles were made for the masses. 

Dr. Soturns. That is right. 

I am very happy to say that by and large the pharmaceutical in- 
dustry today has followed this policy and that the thing that we 
started back in the late forties did catch on fire by and oa not 
everywhere, and hormones today are no longer really luxury items 
just available to the few people who can afford them, because today 
they can be used, they are being used for a wide variety of purposes, 
which enable people of all economic means to use them. 

Mr. HotiapauGH. Excuse me one moment. 

Isn’t it the type of a drug that has to be constantly taken, that is if 
you are giving it to a woman patient to prevent abortion, she has to 
take it over a period of several months normally to get the full benefit 
of the drug, so that cost-wise to secure the drug you have normally 
to buy a great deal of it to cover the period of time necessary for the 
treatment ? 

Dr. Sottrns. Essentially the major uses of hormones today require 
pretty continuous administration because they are not cures for any- 
thing. They are merely palliative measures, very important ones, and 
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as in the case of arthritis, as was shown in that excellent film yester- 
day, the continuation of the benefits depends upon a continuation of 
the use of the drug. 

I suppose that if you are a sufferer from arthritis and one of these 
adrenal cortical steroids has given you this relief, you have to recon- 
cile yourself to the fact that you are going to have to continue to con- 
sume that drug indefinitely. 

Senator O’Manoney. Very well, Doctor. 

The committee will stand in recess now until 2:30 this afternoon. 

(Whereupon, at 12: 05 o’clock p. m., the subcommittee was recessed, 
to reconvene at 2: 30 p. m. of the same day. ) 


AFTERNOON SESSION 


Senator O’Manoney. You may proceed. 

Mr. Hotiasaven. Thank you, Mr. Chairman. 

Dr. Sollins, in order to pick up your testimony, I would like to refer 
back for just one moment to your testimony before the adjournment. 

I asked you concerning the affidavit which Mr. Lagos supplied to 
the Office of Alien Property, and you described the care with which 
that affidavit was prepared. 

Now I ask you, was the affidavit prepared and discussed in the 
United States ? 


STATEMENT OF DR. IRVING V. SOLLINS—Resumed 


Dr. Sotiris. Yes, sir, it was. 

Mr. HotiasaueH. And where was that ? 

Dr. Soxuins. In the offices of Chemical Specialties Co. in New 
York City. 

Mr. Hotitapaucu. Since you were general manager of the Chemical 
Specialties Co., and since Chemical Specialties was the company mak- 
ing the application to the Office of Alien Property, why didn’t you 
make the affidavit ? 

Dr. Sotiins. Well, as a matter of fact, I was asked to make the 
affidavit, but since the questions that had to be answered in the affi- 
davit pertained to the subject of various restrictions and matters per- 
taining to the export of products from Mexico, I did not know the 
answers to those questions because I had nothing to do with the opera- 
tion of Syntex, S. A., in Mexico. 

Mr. Hotianauen. Your function was to act as a selling agent here 
in the United States and to deal with United States matters? 

Dr. Sotiins. That is correct, and I did not know anything about 
the problems with which this affidavit was concerned. 

Mr. Hotiasaucu. Just to clear up one further matter, Dr. Sollins, 
since Mr. Lagos was president of Syntex and since you were general 
manager of Chemical Specialties, did you have occasion to deal with 
Mr. Lagos and discuss matters with him? 

Dr. Sotiins. Yes, I did, of course, on numerous occasions, 

Mr. Hoiiasaueu. Based upon the experience that you had and 
your contact with him, would you say that Mr. Lagos read and spoke 
English, the English language? 

Dr. Soxttrns. Why, oF coe. he certainly did; certainly he did. 


He understood spoken English and he understood written English, 
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and on occasions he spoke English, although he, as I said earlier this 
morning, preferred frequently to speak Spanish. 

Mr. Hotianaven. All right. 

Now I would like to turn to another matter that was referred to this 
morning: 

Dr. Sottrns. May I interrupt you ? 

Mr. Hotiapauen. Yes, indeed. 

Dr. Sottins. With reference to the preceding question, I would like 
to make it clear that I had nothing whatsoever to do with the contents 
of that Lagos affidavit. Dr. Somlo was up here in the United States, 
in New York City, at the time that the request was received from the 
Office of the Alien Property Custodian, and although I was asked to 
prepare that affidavit, I indicated that I couldn’t do it since I had 
no knowledge on the subject, was not privy to that aspect of the 
business, and it was for that reason that he sent for Mr. Lagos. And 
he came, Lagos came up here in order to prepare that affidavit. 

, Mr. Hoxiasavuen. That was his purpose for being in the United 
tates ? 

Dr. Sotiins. Well, he may have come for other purposes as well, 
but jet us say that was one of his purposes. Is that clear? 

Mr. Hotiasauen. Yes, I think so. 

Don’t you think so, Mr. Chairman ? 

Senator O’Manoney. Certainly. 

Mr. Houiasauen. Let me turn for a moment to another aspect of 
your testimony which was referred to before the adjournment. 

I believe you stated that you had desired to leave Chemical Special- 
ties prior to the time you actually left. 

Dr. Sotirns. I did. 

Mr. HotiasaueH. You were beginning, I think, before I interrupted 
you with another question, to say why it was that you desired to leave 
Chemical Specialties. 

Dr. Sotirns. Well, I indicated in my testimony this morning that I 
was—had reached the point where I was in disagreement with many 
of the policies and ideas of the management of Sister, and for that 
reason and a number of others, I wanted to leave. 

Now, I was unable to leave for the very simple reason that I was a 
minority stockholder in the Puerto Rican companies of Syntex, and 
also of Chemical Specialties Co.; and by that time, frankly, most of 
what I had accumulated in the way of assets were tied up in the stock 
interest that I had. 

I asked on repeated occasions to be bought out or to be released so 
that I could sell out, and I was refused. I could hardly at the time, 
at least I so felt at the time, I could hardly walk out on my invest- 
ment. 

So that there was a period of several years when I was in it, but I 
must say not happily in it, and was trying to get out. 

I finally succeeded in doing this at the end of 1954. 

Mr. HotiasaueH. What.sort of a—— 

Senator O’Manoney. Were you able to go out with your shoes, or 
did you have to go barefooted ? 

Dr. Sottrns. No, sir, I got out with my shoes. They were slightly 
worn, but it was better than getting out barefooted. 





Mr. Horiasavucnu. Was there any arrangement under which you 
got out ? 
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Dr. Sottrns. Yes. I signed a contract which terminated my serv- 
ices and terminated my ownership of the minority, the small number 
of shares that I owned, on December 4, 1954, and that contract provided 
for my selling these shares to Dr. Somlo, and specified the price, and 
so forth, and provided for my resignation from the company to be 
effective as of the time that I received the money for the sale of my 
stock. 

And I might add, in that connection—well, I won’t add anything, 
because that is clear enough. 

Mr. Hotxasauen. Well, let me ask you this, Dr. Sollins: Did this 
contract contain any provisions which restricted you in your going 
into the production of arias products ? 

Dr. Sotirns. No; it did not. At the time this contract was being 
prepared, I was asked to agree to a so-called noncompetition provi- 
sion, that is, a provision that I would refrain from entering this type 
of business, but I refused to agree to that provision. 

Mr. Hoxtiazaven. Who asked you to sign such a contract ? 

Dr. Sottrns. Dr. Somlo and Mr. Lagos. 

Mr. Hotxiasaven. And you refused to do so? 

Dr. Sotiris. That is correct. 

Mr. Hotitanauenu. Following the time you left Chemical Specialties, 
what did you do? 

Dr. Sotirns. Well, at the time that I left, I was not quite sure what 
I was going to do, and didn’t really have any specific plans. 

But, in the early part of January, I did decide to see if I could 
get into this business myself, and so around the middle of January, 
around the 18th of January 1955, I went to Mexico and, through the 
appropriate legal channels, filed an application with the proper agency 
of the Mexican Government for the establishment of a Mexican corpo- 
ration to be engaged in the production of hormones and steroid 
products in Mexico. 

Mr. Hotianauen. And was such a company established ? 

Dr. Soins. Yes; it was. The company was established. And I 
might say that in the application that was presented by my attorneys 
in Mexico for the formation of this company, we specified that the 
company would be a wholly—would be owned wholly by American 
ownership, or that it—let me correct that—that the company might 
be wholly owned by American ownership; that is, we wanted to have 
it clearly understood before we started a company in Mexico that we 
had the Government’s permission to start a company of American 
ownership. 

Senator O’Manonry. You mean United States ownership ? 

Dr. Sorrrns. Yes. I am sorry. Mexico is part of the Americas, 
too. United States of America ownership—because I didn’t want to 
start a company there under any false colors, with the idea that it 
would be disguised as Mexican ownership. I wanted to have permis- 
sion from the outset to run a United States of America-operated com- 
pany. We got such permission. 

Mr. Horianaven. You got such permission, and the company was 
established. What was the name of the company ? 

Dr. Sotuirns. Productos Esteroides, S. A. 

Mr. Hotxanaven. Are you one of the officers of that company? 

Dr. Sotrrns. No; at this time I am not an officer. I am a director 
of the company and I am the major stockholder of the company. 
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Mr. Hoiiasaven. Is a Mexican national the president of the com- 
any ? 

, Dr. Sotuins. Yes. The president of the company is Mr. Antonio 
Correa, who is a stockholder and president of our company. 

Mr. Horiasauen. This company owns or operates a plant in 
Mexico? 

Dr. Soturns. Yes; it does. 

Mr. Hotzasavenx. Where is your plant located ¢ 

Dr. Sottins. The plant is located in a small municipality right on 
the outskirts of Mexico City, located in the State of Mexico. It is 
actually within the metropolitan district-of Mexico City, about 20 
minutes from the downtown district. 

Mr. HotiasaueH. The purpose of your establishing the plant was 
to process the chemicals from the barbasco root for exportation to 
the United States? 

Dr. Sottrns. That is correct. The purpose of our plant in Mexico 
was to produce from barbasco root, various steroid products to be 
meen from Mexico primarily to the United States, although we 
anticipate that we might also be able to sell these products, for which 
a great demand exists, in other countries of the world as well. 

But we had no anticipation of producing these for domestic sale in 
Mexico. 

Mr. Hotiasaueu. Have you been able to produce some of these 
products at your plant in Mexico? 

Dr. Sotiins. Yes, we have been able to produce some, with a great 
deal of difficulty and a great deal of trouble, and at enormous expense. 

Mr. Hotuasaven. I will take that up in a few moments, but let me 
come to this question now, Dr. Sollins: 

I oapnene that whenever you began your preparations to set up 
your plant and company in Mexico, that since your potential customers 
are United States pharmaceutical houses, did you have occasion to 
undertake to find out what response you might get to your efforts to 
sell the products which might be made? 

Dr. Sotttns. Yes, I did. After January of 1955, I traveled a bit 
around the country here, and talked with various pharmaceutical 
houses who had an interest in the steroid hormone field, and ascer- 
tained their attitude. 

I would say that universally their attitude was one of encourage- 
ment and pleasure. They all indicated a great deal of interest in hav- 
ing an additional source of supply from whom they might be able 
to purchase products, and all of them indicated that they were really 
interested that someone was coming in to do this job. 

Mr. HorxasaucH. Would it be fair to say that the response was 
favorable? 

Dr. Sotirns. Yes, sir. 

Mr. Hotiazavuen. And that your prospects for sales were excellent 

Dr. Sottins. Indeed they were. 

Mr. Hoxiigaven. Did you actually get contracts? I won’t ask you 
which companies you might have gotten them from, but did you get 
contracts to sell to certain American pharmaceutical houses? 

Dr. Sottins. Yes. Between, let us say between the end of Febru- 
ary or the beginning of March, and June of 1955, we actually obtained 
and entered into contracts with two major United States es. 
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tical houses who had a substantial interest in the hormone field, and 
who gave us substantial contracts. 

Mr. Hoxtiazavex. Do you have any knowledge as to whether or not 
the advent of your company into this business had any effect upon 
the prices ? 

Dr. Soins. Yes, I have some knowledge on that score. 

When we obtained our first contract with one of the major United 
States houses, we did so on the basis of selling our product at a price 
of, for example, 24 cents per gram, which was the unit price. This 
compared with a price which at that time 

Mr. Ciesner. A gram of what? 

Dr. Sotiins. A gram of progesterone. 

This compared at that time with a price of 31 cents, which was the 
price of Syntex for the same product, and the price of about 30 cents 
which I think was being quoted by another person, another firm, who 
hoped to get into the business at that time, and that was one of the 
people who preceded me, Dr. Julian. 

Mr. Cuesner. So that your 

Dr. Soxurns. So that the price at which we entered into our first 
contracts was about 25 percent lower than the current, than the then 
current prices for these products. 

Mr. Hoxiapaucn. Did you feel, Dr. Sollins, that, assuming you 
could get the necessary raw materials for your operation, you could 
make a satisfactory profit at the price of 24 cents which you had 
quoted ? 

Dr. Sottins. Yes. We started out with the concept that we had to 
make a fair and decent return on our investment, and we started out 
also with the concept that we would offer our products to all comers 
at a single price, which would be fair and reasonable to them, and on 
that basis we calculated that we would earn a fair profit. 

Mr. HotuanavcnH. Well, actually you would have been crazy, would 
you not, if you had undertaken to sell at that price if that price would 
not have given you a fair profit ? 

Dr. Sottrns. I agree with you. 

Mr. Hotiasauen. It would be bad business, to say the least. 

Dr. Sottrys. We were quite certain, and we still are, of that price 
and of our ability to produce at a cost that would enable us to sell 
at that price and still earn a fair and reasonable profit. 

Mr. Hotiasavcn. Let me, just at this point, let me pass on to some- 
thing else for a moment. 

Based upon your experience in the hormone industry, were you 
convinced that the prospects of new drugs, the new demand, was such 
that there was a reasonable expectation that your company would be 
a profitable one in the event it could operate ? 

Dr. Sortins. Well, I will answer that without any qualification, 
absolutely so. We felt at that time, we still feel now, that there 
really—and I think this has been borne out by some of the people 
who testified yesterday—that at the present time you can’t put a 
limitation on the potential use of these products. There are new uses 
being developed, and new products being developed along this field 
that, from a business point of view, indicate that this industry has a 
remarkable future. 

So we were quite confident when we started this business that we 
would earn money, that we would perform a good job, do a decent 
service for the industry, the consumer. 








116 WONDER DRUGS 


































Mr. HoxtasaueH. Was this new use of new products confined to 
human beings ? 

Dr. Soittins. No. For example, there is one field which I think 
would be of great interest to-you, the use of these products in the field 
of animal husbandry. 

That is, some of these common, garden variety steroid products like 
testosterone, some of the hormones, even the testosterone, the male sex 
hormone, that have been produced for many, many years and have 
been used in the field, for many years, in the field of human medicine, 
are now being applied to use in the animal husbandry industry, and 
the use there of these products is to fatten animals for food purposes, 
to put on useful weight, to make the feeding process of these animals 
more economic, more efficient. 

For example, in the matter of raising sheep and lambs, lambs par- 
ticularly, for edible purposes 

Senator O’Manoney. Cattle, too? 

Dr. Sotiins. Cattle, also. 

(Continuing:) It has been found that these products have enor- 
mous usefulness. 

Now, the investment to the cattle raiser or the sheep raiser in these 
substances is relatively small in comparison with the return that he 
gets in the more economic utilization of the feeding and the raising of 
these animals. 

Senator O’Manoney. You might help to solve the farm problem, at 
least for the livestock grower, if this new industry gets these products 
down to a price cheaper than corn, as a feeding instrument. 

Dr. Sotiris. Let’s not go too far. [ Laughter. | 

Senator O’Manonry. It all depends on the quantity, of course. 

Dr. Sorrins. But I do think, I not only think but I know, that 
these products have remarkable potential applications in this field in 
the matter of the economic utilization of corn and other feed rations 
for these animals. 

Senator O’Mauonry. They are used, I know that personally, in the 
livestock field. 

Dr. Sotiris. Now, the point that I would like to make is that rather 
than think in terms of how this product in the steroid field might be 
limited and how small the market might be, I would like to point out 
that if there were, if it were possible to produce and sell these prod- 
ucts at low enough costs, I would prophesy that all the products we 
produce in our plant and all the products produced by Syntex and all 
these people combined, would not satisfy the demand that exists for 
these steroid hormone products, leaving aside the question of human 
use. 

Mr. Hotiasaven. Now, Dr. Sollins, I would like to turn your at- 
tention to another matter in connection with your plans to set up and 
operate a plant in Mexico. 

Did you determine to your satisfaction that there would be a suf- 
ficiency of the root for operation, for the operation which you con- 
templated ? 

Dr. Sottrns. Yes, we did. I, by that time, was pretty familiar with 
the root supply situation in Mexico, and I knew there were unlimited 
supplies of raw materials. I personally made a tour of those regions 
of Mexico where the root grew, and saw for myself the availability 
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of it; and on top of that, I would like to point out that in the latter 
part of January, after our company was organized in Mexico, we ap- 
plied to the Mexican Ministry of Agriculture for a permit to exploit 
2,000 tons of barbasco root, and in that application we specified those 
regions of 2 states of Mexico in which we expected to be able to collect 
this quantity of root. 

The Ministry of Agriculture said some time later, after the appli- 
cation was received by them, that before action could be taken on this 

ermit there would have to be an official study or investigation made 

y a Government agency to determine whether or not there were in- 
deed, in this region that we specified, available stocks of root to supply 
this amount that we asked for. 

Such a study was made by a bureau of the Mexican Department of 
Agriculture, and the study indicated that there was a plentiful supply 
of this material. 

Mr. Hotianauen. I show you an English translation prepared by 
the Library of Congress, entitled “Ecological Study of Utilization of 
Certain Mexican Dioscoreas,” and ask you if that is the report to which 
you refer ? 

Dr. Sotuins. Yes, this is the report. This is an English version of 
that report. I have the Spanish original of it right here. 

Mr. Hotiapauen. I ask you, is that report or was that report made 
by the Director of the Institute of Forestry Research ? 

Dr. Sotutns. Yes, it was. 

Mr. Hortiasauen. In Mexico? 

Dr. Sotiris. Yes, it was made by him at the direction of the Mexi- 
can Minister of Agriculture. 

Mr. Hotxasauen. In order to avoid reading the entire matter, Mr. 
Chairman, into the record, I ask that we ask Dr. Sollins briefly to sum- 
marize the findings and what the report is. 

Dr. Sottrns. Well—— 

Senator O’Manoney. First, before you do that, Dr. Sollins, will 
you tell us what the substance or the objective of the Mexican law re- 
quiring the filing of applications to grow a particular plant upon a 
particular areais? What is the policy of that law ? 

Dr. Sotxins. Senator, it is not—these, I should make it clear that 
these barbasco roots that are exploited on an industrial scale today 
are not grown on a domesticated basis in Mexico, but grow in the wild 
state and in an abundant manner, and there is no economic necessity 
at the present time for growing these on a domesticated basis. 

Senator O’Manoney. Why should an application have to be made 
by any person for authority to use the root, which grows in such quan- 


tity ? 

Dr. Soxtxtins. Well, the origin of this system of issuing licenses or 
permits dates back a good many years, and came about as the result 
of an effort—came about as a result of measures by the Mexican Gov- 
ernment to tax the raw material. 

Originally when the system of licensing or issuance of permits was 
established, there was no intention to use that system for the purpose 
of restricting the gathering of roots or for the purpose of allocating 
supplies among various firms or users, but merely as a means or device 
of obtaining taxes for the Federal Government and for the State and 
municipal governments of the areas from which the root was being 
collected. 
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Senator O’Manoney. Well, do these taxes fall on all sorts of 
products ? 

Dr. Soins. In Mexico, similar taxes are levied on various products, 
forestry products ranging from. lumber to other kinds of raw materials 
of that type; yes, sir. 

And so, the objective way back when the system first started was 
simply that. It provided a convenient means of taxing. € 

Senator O’Mauoney. Of course, it was stated on very superior 7 
judicial authority in the United States at one time that the power to f 
tax is the power to destroy. The picture you have drawn here is that . 
a policy of taxation intended originally only for the purpose of pro- -. 
ducing revenue has transformed itself into a device for restricting 
production. 

Dr. Soxtins. Let us say it has been taken advantage of as such a 
device by certain companies. 

Senator O’Manoney. Well, has that been done by certain com- 
panies, or has it been done by law ? 

Dr. Sottins. No, sir, I don’t think that there is any law on the books 
in Mexico today which establishes a system of licensing for purposes of : 
allocating or dividing supply, or anything of that sort. 

There is in Mexico a general law, such as there is in many countries 
and in our own, too, concerning the safe-guarding of natural resources, 
and there is also a law concerning reforestation and safeguarding the 
forests and forestry products, and so forth. 

However, that law does not set up provisions at the present time for 
such a system of licensing. The system of licensing was originated 
solely for the purpose of collecting taxes, and was later diverted to its | 
present purpose. | 

Senator O’Manoney. Very well. Thank you, sir. | 

Dr. Sottins. Mr. Hollabaugh, to answer your question, I think the 
easiest way to do it would be for me to quote several small portions of 
this report which, in effect, would serve to summarize it. 

On page 3 of the report there is a paragraph headed, “Area of Dis- 
persion,” and it states, and I quote, that— 

The dioscoreas have a very broad area of dispersion. They grow from sea level 
to 1,600 meters altitude. They are found in great abundance in— 
and then it goes on to mention a series of states of Mexico. 

Senator O’Manoney. And in all the mainland of Central America’? 

Dr. Sotiris. And in all the mainland of Central America, 

Then if we move on to page 8 of this report, it is at the top of the 
page, there is a table which identifies, by code letters, a series of dis- 
tricts or areas covering that region of the 2 states of Mexico in which 
our company, Productos Esteroides, sought to obtain the permission 
to exploit 2,000 tons of root, and the summary table indicates, and 
I quote: 

From the above table it may be deduced that the actual stock in the region 
from which Productos Esteroides, 8. A., would obtain its supply far exceeds the 
requested quantity of 2,000 tons since the inventory shows a total of 14,559 
tons of dry tuber, or an average of nearly 25 tons per square kilometer. 

Senator O’Manoney. What is the tax ? 

Dr. Sottins. The tax? 

Senator O’Manoney. The existing tax on the production of this 
root ? 
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Dr. Sorurns. The existing Federal tax on the collection of this 
root 

Senator O’Manoney. Mexican Federal tax ? 

Dr. Sotiris. Yes, sir; Mexican Federal tax on the collection of this 
root is 200 pesos per ton, per metric ton. 

However, some time ago, Syntex, S. A., sought from the Mexican 
Government, and obtained from them, a tax subsidy or remission of 
75 percent of that tax. That remission of 75 percent of the tax, there- 
fore, under the provisions of the law under which it was sought, pro- 
vided that any other consumer of the root would also receive the same 
subsidy or remission of taxes. 

So that, in effect, at this particular moment, although the legal tax 
is 200 pesos per ton, the subsidy or remission part of it brings it down 
to 50 pesos per ton. 

Senator O’Manoney. Is that a fair and reasonable tax ? 

Dr. Sotiris. Yes, sir, | would say that it is. 

Mr. Hotiasaucnu. And you would be prepared to pay the tax in 
the event you could get the permits to collect the root and to use the 
root ¢ 

Dr. Sottrns. Without question. 

Mr, Hotiasavuen. And to the extent that you have been able to get 
root you, of course, have paid, vou have paid the tax. 

Dr. Soutins. Yes. 

Senator O’Manoney. What have you to say about the ownership of 
the lands on which this root grows? 

Dr. Soitins. No distinctions are made with regard to privately 
owned land or publicly owned land. Permits are still necessary in 
order to dig and exploit root, which ties in with my earlier statement 
that the purpose originally of these permits was taxation rather than 
safeguarding of natural resources or allocation, or an attempt to allo- 
cate such resources. 

Senator O’Manoney. Well, in this table to which you refer, on 


page 8 of your report, there are seven areas designated by code 
letters 


Dr. Soturns. Yes, sir. 

Senator O’Manoney (continuing). Totaling 581 square kilometers 
of land, and the weight of the fresh root growing in these districts 
amounts to 75,165 tons. 

Dr. Sotuins. That is right, sir. 

Senator O’Manonry. Have you any idea how much of that is owned 

by the Mexican Government, that land, and how much of that land is 
privately owned ? 

Dr. Sortins. No, sir. That I can’t say with any degree of accuracy. 
I would say that a very large part of it was publicly owned land, be- 
cause in this region of Mexico there, the region which is referred fo in 
the paragraph below, most of the lands ar e—consist of land that was 
expropriated by the Mexican Government from private owners quite 
a long time ago, and is still vested in public lands. 

Senator O’Manoney. Do you wish the committee to understand that 
there is an expanse of areas in Mexico in which this root, so necessary 
for the production of these steroid hormones, that there is a vast terri- 
tory from which these can be obtained ? 
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Dr. Sotiris. Yes, sir, there is. 

Senator O’Manoney. Do you wish the committee to understand that 
these areas are not now being used ? 

Dr. Sottrns. I should like the committee to understand that only a 
very small portion of these potential supplies are today being used. 

Senator O’Manoney. Do you wish the committee to understand 
that if they were used, there are pharmaceutical companies in the 
United States and elsewhere who would be able to utilize these roots 
for the increased production of these necessary steroid hormones which 
are now in deficient supply ? 

Dr. Sotiris. Very definitely, Senator. 

I would say that, however, with all of the anticipated consumption 
that I see, and all that I have talked about in terms of the future pos- 
sibilities, it still would not exhaust the potential supplies of this raw 
material that exists in the native state, natural state, in Mexico. 

Mexico has been blessed by nature with enormous, abundant supplies 
of this material. In fact, if one could look at it from a different point 
of view for a moment, the abundance of these plants in Mexico is so 
great that they might, for one purpose, be considered as though they 
were a nuisance; I mean, if you were trying to clear land and grow 
various agricultural products on them, you would have quite a prob- 
lem in eradicating this plant, because even when you dig up the tuber, 
the formation of the structure of the tubers is such they shoot off in 
minute—— 

Mr. Hotiapauen. Fingers? 

Dr. Sottins (continuing). Fingers and small rootlings in various 
directions, so when you try to dig these out of the ground you have a 
very difficult time in removing the entire root. 

There are always little fragments or pieces left behind, and within 
a matter of some few years they come up again as new plants, and you 
have this situation all over again. 

So that if you were faced with a problem of eradicating a pest, if 
these were so to be regarded, I don’t know of any way that it could be 
done except, perhaps, by certain chemical means. 

Senator O’Manoney. Well, to put it another way, am I correct in 
drawing the conclusion from your testimony that in your opinion, 
Mexico has a vast plant resource which would be capable of raising 
considerable revenue for Mexico, and the establishment of new busi- 
nesses in Mexico, and the improvement of public health in Mexico, in 
the United States of America, and elsewhere, to which these steroid 
— could be exported, if they were made from this raw mate- 
rial ? 

Dr. Sottrns. Yes, sir. Normally that would certainly be the case. 
In fact, the report itself refers to that very topic, and with your per- 
mission I would like to read the concluding part of it, which represents 
an official—which represents the attitude of an official agency of the 
Mexican Government on this very problem which you have touched 
upon. 

Beginning on page 11, and I quote: 

Discoveries relative to the properties of the Mexican dioscoreas, the abundance 
of this plant in the Republic, the enormous future in medicine for sapogenin 


as a basis for the manufacture of male and female hormones such as testo- 
sterone, progesterone, estrone, estradiol, and all its esters, as well as the hor- 
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mones of the suprarenal cortex, such as desoxycorticosterone, cortisone, and 
similar compounds, the obtaining and industrialization of which may bring large- 
scale industries to Mexico, constitute a very worthy example of taking into ac- 
count the meaning of positive knowledge of our natural resources, whether in- 
volving an apparently insignificant moss, an alga, a weed invading our fields, or 
a giant tree: work which because of its very nature is within the province of the 
Institute of Forestry Research, but which it will not be possible to have carried 
out because the Institute is now without even the bare essentials (funds). 

This was parenthetically used by the Institute that wrote the report 
as a plea to get a little more money to do some research, and they go on 
and say 

Senator O’Manoney. I have read such documents. 

Dr. Sotiris. I am sure you have, sir. 

Senator O’Manoney. When I was on the Appropriations Commit- 
tee. [{ Laughter. | 

Dr. Sotitins. When I was in the Public Health Service I wrote many 
such. 

As stated in the text of this study, dioscoreas grow not only in Mexico but very 
extensively in both hemispheres. At the present time, 500 species are known 
to us. On the American Continent, they are found in the Caribbean area, in 
Guatemala, El Salvador, Costa Rico, Panama, and Colombia. Because our coun- 
try’s communications network is better equipped to serve the natural growth 
area of barbasco than the countries mentioned above, the sapogenin industry has 
made strenuous efforts to settle here, and this effort must be supported by a ra- 
tional utilization of the raw material, since it will benefit many regions of our 
Republic, with particular emphasis on the rural classes in areas in which crops are 
harvested at definite times— 

And so on. 

Mr. Hotianaven. Let me ask you this, Dr. Sollins: Was that docu- 
ment given to you by the Department of Agriculture in Mexico? 

Dr. Souurns. Yes, sir. This document was presented to us by the 
Mexican Ministry of Agriculture, and is an official document. 

As a matter of fact, the Mexican Minister of Agriculture himself, 
in a conversation with our attorney in Mexico, only recently, stated 
that he had personally approved this report, that he was in 100 percent 
accord with the findings of it, that he knew that there was a plentiful 
supply of barbasco in Mexico, and he thought, in his opinion, there was 
enough for at least 100 years to come, without replenishment. 

Mr. Hotianauen. Now, the Department of Forestry does not issue 
the permit, does it? Or who does issue it 

Dr. Sott1ns. The permits are issued by the Department of Forestry 
of the Department of—the Bureau of Forestry of the Department of 
Agriculture. 

Mr. HotiasauenH. Who else in the Government has a part in making 
that determination ? 

Dr. Sotiris. At the present time, the determination is also made 
by the Mexican Ministry of National Economy. 

Mr. Hotiapaucn. Are you aware of any other reports which have 
been made by the Mexican Government and, if so, are they consistent 
with this one, in the sense that there is a plentiful supply ? 

Dr. Sottrns. Yes, sir, I am aware of several other reports that have 
been made by the Mexican Government, and they are consistent with 
this. 

Mr. HotianauGn. Very well. 
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(The report referred to is as follows :) 


{Translation (Spanish) by Ee oD gyre, the Library of Congress, 
,D..c 


EooLocicaL STUDY OF THE UTILIZATION OF CERTAIN MEXICAN DIOSCOREAS 


Environment (Natural Habitat]_—The dioscoreas are plants growing abun- 
dantly in both hemispheres. According to Dr. Bisi Matuda, Chief of the Depart- 
ment of Botany of the Institute of Forestry Research, and author of a book 
entitled Las Dioscoreas de Méaico, more than 500 species are known, 73 of which, 
growing on Mexican soil, the author has up to now identified and classified. 
They are plants indigenous to hot and humid climates, forming part of the 
simorfias (?] of the high altitude forests in the chaparrales [where the green 
oaks grow] and even in the praderas [grasslands]. 

Between Veracruz and Oaxaxa they are found growing among primrose 
(Tabebuia pentaphylla, L. (Hensl) ), cedro rojo [red cedar] (Cedrela oaxacensis, 
D. ©.), gateado (Swietenia humilis, Zucc.), nazareno (Brosimum Conzattii, 
St.), parota (Enterolobium cylocarpum, Jacq.), jobo (Spondias luteo, L.), amar- 
goso (Castele tortuosa, Lieb.), macayo (Audira inermis, Swartz), guayacdén 
(Guayacum santum, L.), and rabo de lagarto (Santoxylum procerum, Donn- 
Smith). 

In Oaxaca, near the banks of the rivers, they are found as part of the under- 
brush, distinctly invasive in character, their stalks entering between trunk and 
branches of large trees such as time (Acacia angustissina, Mill.), achiotillo 
(Bixa ovellana, L.), jonote (Heliocarpus americanos, L.), palo mulato (Elaph- 
rium grandifolium, Schl.), majagua (Hampea inteferrima, Schl.), lecherillo 
(Tabernaemontana citrifolio, L.), chancarro (Cecropia mexicana, Hensl), et al. 

In the tropical and subtropical forest dioscorea has been found in the first 
vegetal stratae, growing in the shade of the amates (Ficus petiolaris, H. B. K.), 
jobo (Spondias lutea L.), cojimicuil (Inga junicuil, Schl.), chaperla (Cassia, 
Sp.), and higo (Ficus radula, Willd.). The plant also grows in open spaces, 
under the direct impact of the rays of the sun, in herbaceous or brushy moun- 
tainous woodlands and, as already stated, in the prairies, developing the stock 
of its rhizomes among gramineous and leguminous [stratae] ; but also in culti- 
vated areas, such as [sugar] cane fields and Indian corn fields ; it is, therefore, a 
typically invasive plant. Its impact is felt in already planted areas as well as 
in areas uninhabited or overgrown by low brush (copses and damp prairies). 
In the uninhabited areas, succession is effected by emigration to inhabited 
[planted] areas where the species continues in climate communities such as 
bosques in which it does not predominate but submit to the dominating [plant] 
population developing in this environment constantly in direct relation to the 
light conditions. 

Its positive heliotropism is manifest in the absence of flowers where light 
penetration is less than 40 per cent; the rhizomes are not well developed, its 
a . quest of photosynthesis creep to the top of the trees and emit abundant 
eaf buds. 

Soil.—Judging by the soil in which the dioscoreas grow, at least those to which 
this study refers, they have no definite predilection for any particular type of 
soil, although they do not appear in predominantly argillaceous or calcareous 
soil. They do not prosper in marshy lowlands or in poorly drained soil. 

They grow well in loose, easily penetrable soil. The roots develop especially 
in the fissures of compact soil, or in that of smooth hillsides. The rhizomes 
waste away in hard soil, whereas in cultivated soil they grow rapidly and develop 
luxuriantly, as they do in the organic soil of forest clearings. 

Climate.—The dioscoreas favor regions with tropical climate in which the av- 
erage temperature of the coldest month does not fall below 20 degrees C., and 
where the rainy season Starts at the beginning of June and lasts until October. 

Area of dispersion.—The dioscoreas have a very broad area of dispersion. 
They grow from sea-level to 1,600 meters altitude. They are found in great 
abundance in Puebla, Veracruz, Oaxaca, Chiapas, Tabasco, Yucatan, Guerrero, 
San Luis Potosi, and in all of the mainland of Central America. 


1The Spanish names of the above plants were not translat poss 
ences from similarly named plants, —‘Fransiator. asthateneeaien ae 
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In conformity with the preliminary investigations of some Mexican dioscoreas, 
the data reported up to now have established their ecological relations. 

Species.—The information to which this work refers is concerned only with 
the following species: Dioscorea mewicana, Guillemin, D. composita, Uline, D. 
densiflora, Memsley, and D. floribunda, Mart. et Gal., the botanical descriptions 
of which are found in the Appendix. 


BIOLOGICAL CYCLE OF ITS UTILIZATION 


Utilization.—The rhizomes of the dioscoreas are especially rich in saponin, 
because of which they are used in the manufacture of esteroid synthetic hor- 
mones. From barbasco we obtain a sapogenin, called diosgenin, which is sus- 
ceptible to structural changes and convertible, through organic O-chemical proc- 
esses, and in some cases through micro-organic fermentation, into male and fe- 
male hormones such as testosterone, progesterone, estrone, estradiol and all its 
esters, as well as hormones of the suprarenal cortex, such as desorycorticoster- 
one, cortisone, and other similar compounds. 

Formation of rhizomes.—The rhizome starts to form with the development of 
the first shoot of the stem, and the date of its industrial maturity varies greatly 
according to species. According to Dr. Eizi Matuda, the process of development 
of the rhizome of the species D. mexicana, D. composita, D. densiflora, and D. 
floribunda, takes one year; whereas the rhizome of the cabeza de negro plant 
takes twenty years. 

The extraction of the one-year old rhizomes is economically inexpensive, inas- 
much as they are small and not yet in their final shape, since their shape and 
size are intimately related to the physical characteristics and texture of the soil, 
and the tendency toward formation of these rhizomes becomes evident when the 
roots push their shoots through the hard or dry soil. 

Another interesting factor is the lignification of the rhizomes, as proved by the 
high production rate obtained from the more lignified [specimens]. 

These two requisites must be respected in connection with young plants for sev- 
eral years until they attain the adult stage which arrives when florescense sets 
in, a phenomenon which varies according to species but which is estimated to take 
a period of approximately twelve years, according to information obtained from 
rural people who use barbasco for poisoning fish. 

This piece of information is highly interesting from the viewpoint of rational 
utilization of the plant so as to pin down the time of its biological cycle. 

Florescence and fructification.—The age at which florescence sets in varies ac- 
cording to species, as already stated ; the same holds true of the time. Some spe- 
cies bloom at the end of August and continue to bloom until December. The 
fruits ripen during the period of florescence. 

Some species bloom during the months of February and March; others in 
May; but all of the latter grow in the southeast region of the Republic, especially 
in Chiapas and Tabasco. 

The dioscoreas to which we are referring bear seeds twice a year; once during 
the period August—October, which means early maturity, and for the second time 
in July and August of the following year, which means late maturity. 

The seed shed during early maturity germinates during the last half of the 
rainy period. The seed shed during late maturity remains in the plant until 
the next stage. 

The fruit is an elongated capsule [pod] with three cavities, or valves, each 
holding two alate seeds. It has been estimated approximately at the halfway 
mark [between immaturity and maturity?] each plant produces from 1,000 to 
2,000 fruits containing from 4,000 to 8,000 usable seeds. 

Examining the plants for floral characteristics, there are no signs of natural 
hybridization, but the shape and color of some of the rhizomes, obtained at dif- 
ferent times of the year, seem to support the assumption that natural hybridiza- 
tion is indeed present. 

Reproduction—rhizomes.—Reproduction of the plant, as stated, proceeds by 
natural dissemination, its surface stalks having branched shoots which emit 
leafy vines. Following the natural process, tests of artificial reproduction were 
made by “Laboratorios Sintex” and by the firm “Productos Esteroides, S. A.”, 
which [latter] requested permission for utilization of this plant. The method 
employed consisted of breaking the rhizomes into small pieces and planting these 
pieces. This procedure was not successful as the pieces became putrid. Tests 
were made with large pieces of rhizomes, and although putrefaction set in in 
the exposed parts, in most cases it was possible to achieve foliate shoots. 

82283—57——_9 
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The lesson of this procedure was that the rhizome, which had been planted 
immediately upon the end of the rainy season and under the best possible pro- 
phylactic conditions, gave the most satisfactory results. 

On the basis of the above procedure it now remains for a series of investi- 
gations to be put into effect into the various soil temperatures, depths, physical 
conditions, effects of artificial irrigation, desirable humidity [moisture], and 
effect of the different seasons on the growth of the rhizome. 

Cutting of foliage and stalks.—The practice of effecting reproduction by way 
of foliar cuttings and surface root stalk fractions was not sufficiently successfui 
for us to arrive at definitive conclusions. 

Seeds.—Numerous tests have been made in view of reproduction by seed 
[sowing]. The method of planting seeds in months of germination has given 
the best results. Upon germination, the plants are placed in boxes ad hoc, 
for transplanting in a given locale. According to the experience gained by the 
firm “Productos Esteroides, 8S. A.”’, it appears advisable to postpone transplant- 
ing until the plants are three months old, in order to give them a chance to de- 
velop their roots. during that period and to recover from the damage done to 
the foliage or root parts at the time of transplanting. 

It should be stated that the gathering of seeds in appreciable quantities is 
difficult ; because a seed in its natural condition is attacked by various and even 
unknown diseases, by insects, or destroyed by animals. 

By way of conclusion, we know that, basically, reproduction of the dioscoreas 
ean be effected by cultivation, either by planting their seeds or using their rhiz- 
omes or the surface root stalks. These procedures have not been broadly enough 
applied in practice to permit the establishment of general rules as to which 
would be the most economic way, or which would be the best conditions, with 
regard to their growth and saponine content. 

In a general way, the above was the description of the biological cycle of 
barbasco, from germination to maturity. Based on this cycle, it will be possible 
to establish certain rules for its future rational utilization. 


INVENTORY 


To determine the stocks of barbasco in a given area is a very complex operation 
because the factors intervening in the determination of such stocks are essentially 
variable, both as to the quantity of mother plants and as to the size of their 
underground rhizomes of which the exterior of the plant shows not even the 
slightest indication. 

The following method was used in the counting : 

[The land was marked off by] guiding lines drawn [on a sheet of paper] from 
north to south and from east to west, on which, at regular intervals, areas of 
400 [square] meters, as well as midway points representative of [plant] locales, 
were blocked off. In these small blocked areas a minute count was made of the 
plants existing therein; and in each case two or three plants, regarded as 
representative, were pulled out and evaluated as to fresh weight and moisture 
coefficient. The results thus obtained were entered in the different squares of the 
form, together with the tonnage of dry barbasco for each of the regions studied. 
By measuring and counting the stocks in small areas, it was estimated that the 
results thus obtained had a 10% approximation [were 90% correct?]. 

In conformity with the explorations and estimates made in the States of 
Veracruz and Oaxaca for “Productos Esteroides, S. A.”’, the following results 
were obtained : 


Weight of Weight of Percentege 
Area of dis- fresh root dry root in | of land mcase 
trictinsquare| growing in | district area ured and 





kilometers | district (ton-| (tonnage) counted 
nage) 
DO enn Foe ache red epg ebb lecnts tetas 58 3, 872 705 2 
MOR 623! Polistes. Lesoli sisi .2c ce 6 252 80 10 
BOOED. 5>.« cic Srlewess a ee at ree 17 3, 43 720 5 
aan ee ee oe eanabaaarine 83 20, 038 4, 102 1.5 
PO ass oes SELL i aS 254 43, 120 8, 095 1 
Agee Roesesiials ist bees. Lee ats. 123 1, 463 293 1.5 
a ee a ad 40 2,777 556 6 


WeNRs . Av 581 75, 165 14, 349 1.8 
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From the above table it may be deduced that the actual stock in the regions 
from which “Productos Esteroides, S. A.” would obtain its supply, far exceeds 
the requested quantity of 2,000 tons, since the inventories show a total of 14,549 
tons of dry tuber, or an average of nearly 25 tons per square kilometer. 


REGIONS WHICH ARE TO SUPPLY “BARBASCO” 


“Productos Esteroides, S. A.” has applied for a supply of 2,000 tons of dry 
barbasco, to be extracted in the States of Veracruz and Oaxaca; including the 
municipalities of Loma Bonita, Tuxtepec, and Ojitlan, in the latter; and 
Tesechoacan, San Juan Evangelista, Playa Vicente, Santiago, Tuxtla, Catemaco, 
Acayucan and Tierra Blanca, in the former. 


GENERAL RULES REGARDING THE EXPLOITATION [UTILIZATION] OF MEXICAN DIOSCOREAS 


At this time we have no technical experience whatever to fall back with respect 
to the supply [and utilization] of these plants; to begin with, we do not even 
know when the rhizomes are techrically mature and therefore are made unable to 
determine the relationship between maturity and the biological cycle of the 
plant. 

The utilization of dioscoreas here dates from 1947 in some places in Oaxaca, 
and from 1952 in certain places in Veracruz. Nevertheless, from preliminary 
investigations carried on here, which referred rather to the biological cycle of 
the plant, quite general rules may be laid down which would establish the bases 
for a rational utilization and guarantee the perpetual conservation and repro- 
duction of the species. 

In the beginning a thorough exploration was made of Amapa, in the State of 
Oaxaca, the region where this plant was first utilized. The investigations re- 
sulted in the following conclusions: 

(a) Because extraction was economically costly for the farmer the rhizome 
should be of minimum size. This is not acquired prior to florescence, but at an 
age of approximately 12 years. 

(db) In view of the many ramifications of the rhizome, in its effort to penetrate 
the dry soil, to leave portions of the roots, and the ability of its underground 
stalks to emit foliate shoots, complete extraction of the rhizome does not threaten 
extinction of the plant stock. 

The above conclusions mean that young plants will remain in the fields which 
supply barbasco after harvesting, to permit continuous exploitation of the plant 
(ttock. 

The holes dug for the purpose of extracting the rhizome, with the resultant 
loosening of the soil, and the filling of the holes with the loose earth, favor the 
development of the underground stalks. 

The above facts were established in the locales of initial exploitation as well 
as in those exploited only a year ago. 

In harmony with the above conclusions, the following rules may be laid down 
for the supply and utilization of barbasco: 

I. No authorization should be given for the utilization of immature plant stock. 

II. Nursery-beds should be established for propagation by planting [slips] of 
the accepted species. 

III. Forestry experiment stations should be established for studying the 
propagation and utilization of dioscoreas, at the expense of the interested parties 
and with the technical assistance of the Institute of Forestry Research. 

IV. A competent forester should be appointed to act as Technical Director in 
the matter of utilization [and supply]. 


SOME CONSIDERATIONS REGARDING THE EXPLOITATION [UTILIZATION AND SUPPLY] 
OF “BARBASCO” 


The forest wealth of Mexico comprises not only ligneous products and their 
derivatives, but our forest flora also contains an enormous quantity of totally 
unknown herbaceous plants growing in the subsoil whose properties, including 
chemical constituents, are of enormous potential value. 

Many years ago, in accordance with a program given to the former “Direccién 
de Estudios Biolégicos” [Bureau of Biological Studies] to make special studies 
of our national flora, the Farmacopea Latino-Americana by Alfonso Herrera, 
and other works of great importance, came into being—works which have been 
relegated to the niche of oblivion and insignificance. 
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Discoveries relative to the properties of the Mexican dioscoreas, the abundance 
of this plant in the Republic, the enormous future in medicine for sapogenin as a 
basis for the manufacture of male and female hormones such as testosterone, 
progesterone, estrone, estradiol, and all its esters, as well as the hormones of the 
suprarenal cortex, such as desoxycorticosterone, cortisone and similar compounds, 
the obtaining and industrialization of which may bring large-scale industries to 
Mexico, constitute a very worthy example of taking into account the meaning of 
positive knowledge of our natural resources, whether involving an apparently 
insignificant moss, an alga, a weed invading our fields, or a giant tree: work 
which because of its very nature is within the province of the Institute of 
Forestry Research, but which it will not be possible to have carried out because 
the Institute is now without even the bare essentials [funds]. 

As stated in the text of this study, dioscoreas grow not only ir Mexico but very 
extensively in both hemispheres. At the present time, 500 species are known to 
us. On the American Continent, they are found in the Caribbean area, in 
Guatemala, El Salvador, Costa Rico, Panama, and Colombia. Because our 
country’s communications network is better equipped to serve the natural growth 
area of barbasco than the countries mentioned above, the sapogenin industry has 
made strenuous efforts to settle here, and this effort must be supported by a 
rational utilization of the raw material, since it will benefit many regions of our 
Republic, with particular emphasis on the rural classes in areas in which crops 
are harvested at definite times of the year; for example, sugar-cane, coffee, 
tobacco, and, principally, corn and kidney beans. 

Transportation and Labor will also profit from its utilization, inasmuch as it is 
harvested in bulk in the field, then ground and dried, and in the latter state 
shipped to the cities [where] laboratories and factories [are located.] 

The harvesting of the raw material produced on Mexican soil and its indus- 
trial utilization should not only be fostered, but also protected so as to prevent 
the industry from emigrating as has happened in the case of some typically 
national products which were taken out of the country, cultivated and exploited 
[processed] in other countries, owing to lack of protection of our domestic 
industry. This has been true of hénequen [sisal], hule [India rubber], and 
linaloe [aloe], which are now being grown in the Dutch East Indies, Japan, 
and South Africa. 

The setting up of chemico-industrial laboratories and factories requires the 
use [investment] of capital, which in our country has up to now, to say the 
least, encountered a hostile climate; and, in addition, profits have been taxed 
for consumption made possible by these very industries through the use of raw 
materials, for other already established national industries; for example, ethyl 
alcohol, acetic acid, industrial acids, and many other products. 

From another viewpoint, 98 percent of the national production of hormones 
for pharmaceutical uses has been exported, the remaining 2 percent sufficing to 
— domestic consumption-—which means the influx of foreign exchange into 

exico. 

The consumption of the different laboratories whose firms have been author- 
ized to utilize these plants, including the anticipated consumption by “Productos 
Esteroides, 8. A.”, which has requested permission for 2,000 tons of dry barbasco, 
would indicate that the plant has been [processed] at the rate of 400 to 500 tons 
a month; or an annual production of approximately 5,500 tons. 

According to the recorded estimate of 25 tons per square hectare, in the region 
in which we are interested, 22,000 hectares, in possibly a single municipal [dis- 
trict], would suffice to provide the total needs at the present time. 

With reference to the area of dispersion of the dioscoreas, it should be pointed 
out that Mexico has enormous reserves of land populated by these plants in 
Oaxaca, Veracruz, Guerrero, Puebla, Chiapas, Pabasco, Campecho, and Yucat&n. 

By way of end result of the study made, the Institute of Forestry Research 
begs to submit in this sense that “Productos Esteroides, S. A.” should be given 


permission as requested, [based] on the recommendations referred to in the 
present study. 


THE DIRECTOR OF THE INSTITUTE of ForesTRY RESEARCH, 
RIGOBERTO VASQUEZ DE LA PARRA. 


Mexico City, February 18, 1955. 
Mr. Hoxtasauen. Let us turn, Dr. Sollins, to the operations and 
your effort to operate in Mexico. 


As I understand it, you have been able to secure some permits to 
make some of these products. 
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Dr. Soutins. That is right. We have, since the beginning of our 
operation in Mexico, and for the past 18 months, sought permits that 
would enable us to operate our plant at a reasonable, if not full, 
capacity, but we have been unsuccessful in obtaining that kind of 
material. 

We have so far obtained only fragmentary quantities. Frequently 
our plant was closed without any raw material at all. Now and then 
we would get driblets of material, and were able to run. 

Mr. Hotiasauen. How do you account for your difficulties in op- 
erating in Mexico, in the sense that—why do you think you have 
had so much difficulty ? 

Dr. Sottins. Well, I don’t think—I know the reason for our diffi- 
culties in Mexico. They have been because Syntex has consistentl 
and continuously opposed our obtaining—our being granted suc 

its. 

Mr. HotiasaueH. What have they done, specifically ? 

Dr. Sottrns. You mean with respect to this, or with respect to 
the whole problem ? 

Mr. HotiasaueH. With respect to the entire problem. 

Dr. Sotiris. Well, from the time we started to build our plant 
in Mexico until the present time, we have been consistently faced 
with a program of harassment of one sort or another. When we 
were able to get some permits to exploit root, our root collectors were 
threatened, people who supplied us were warned that if they con- 
tinued to supply us they would be put out of business; indeed, one 
of them was bought out of business by them as a means of stopping 
him from supplying us. 

Our personnel have been harassed and warned. We have suffered 
enormous and unusual difficulties in being able to import these chem- 
icals from the United States. We have had an enormous amount of 
difficulty, an unusual amount of difficulties in exporting our materials 
from Mexico, and we have been blocked at every turn in an attempt 
to get root supplies, by Syntex. 

Mr. Hotxasaven. You have been blocked at every turn except you 
have been able to get some ? 

Dr. Soutins. We have been able to get some, with, as I said before, 
a feet deal of effort and a great and unusual cost. 

r. Hottasaucn. Were you hurt any by the, or damaged in any 
way in your business by the, export tariff decree that was entered in 
May of 1955? 

Dr. Sorurns. Yes. That export tariff decree that was issued in May 
of 1955 was aimed at our company, among others, principally, I would 
say, at our company, to prevent our compliance with a contract that we 
had entered into with the Ciba Co., at Summit, N. J., to supply them 
with 16-dehydropregnenolone. 

Mr. Hotiasaver. Would you explain that a little more, as to how it 
was to hurt you? 

Dr, Sottrs. Well, the decree which was sought and obtained at the 
request. of Syntex, imposed a prohibitive tariff on the export of this 
product. In fact, the petition and the covering letters which were 
written by Mr. Lagos, who was then president of Syntex and still is 
president of Syntex today, frankly admitted that he was seeking what 
he called a prohibitive tariff on the export of this product, and of 
products below it. 
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And at that time, Syntex was under the impression that our plant in 
Mexico was able only to produce products as far up the line as dehydro. 
They thought that by the issuance of this decree they would there- 
fore be able to block our manufacture or, rather, our export of the prod- 
uct, and cause us to forfeit on our contract with Ciba. 

Mr. Hotiasaucn. Let me see if I get this clear. 

Why wasn’t Syntex to be caught, since it was exporting this mate- 
rial? Why wasn’t it going to be damaged by this export tariff which 
you say they asked the Mexican Government to impose ? 

Dr. Sottrns. Well, in the first place, in anticipation of the granting 
of this decree—and I would say a good many months in anticipation 
of this—Syntex stepped up at an enormous rate its export of this very 
same product that we are talking about, 16-dehydropregnenolone, and 
thus succeeded in getting out of Mexico, far ahead of the time that the 
decree went into effect, sufficient quantities to tide them over for such 
purposes as they had to meet in this country. 

It is certainly not a coincidence that this decree of May 7, 1955, was 
timed to coincide with the expiration date of Syntex’s contracts with 
Charles Pfizer & Co., which was April 30, 1955, and under which Syn- 
ae itself was required to deliver, produce and deliver, 16-dehydro to 

zer. 

Now, what they did was to expedite deliveries to their Puerto Rican 
company months in advance of the issuance of this decree, knowin 
that the decree would come out in May, and knowing that they endl 
be able to meet their commitments to Pfizer, and thus sparing them- 
selves of any problem in the future by imposing one upon us. 


Mr. HotxiasaucnH. Let me ask ne this: Is it your—do I understand 


you to say that the export tariff only carried the intermediates to a 
certain point, and if it were processed beyond that point, if these prod- 
ucts were processed beyond that point, then the export tariff would 
have no application; is that correct ? 

Dr. Souirns. That is right. This prohibitive tariff covered prod- 
ucts only up to 16-dehydropregnenolone. Beyond that, there were no 
prohibitions or no prohibitive tariffs. 

Now, Syntex had facilities to produce products beyond the 16-de- 
hydro stage, but they thought we didn’t. 

Mr. Hotiapaucu. Let’s go to this: 

Did you actually, in your plant, secure sufficient equipment or make 
such a change in your plant as to be able to manufacture beyond the 
16-dehydro ¢ 

Dr. Sotzans. Yes. With the advent of this decree, we obviously 
were faced, still faced, with the problem of meeting a commitment 
with Ciba, and so, at considerable expense to us and great hardship, 
we modified our plant, brought in additional equipment, and so on, 
and arranged matters in our plant so that we could produce products 
beyond the stage of 16-dehydro. 

Now, I should like to make it clear that that decree, which was is- 
sued by the Mexican Government in May of 1955, and was issued at 
the request of Syntex, was done on the basis of certain misrepresenta- 
tions of facts by Syntex to the Mexican Government. 

In their petition to the Mexican Government asking for this decree, 
they made it appear as though the exportation of this product, 16- 
dehydropregnenolone, was harmful to the national economy, and the 
made it appear as though others than themselves were exporting this 
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enormously valuable natural resource of Mexico, when in fact it was 
they, themselves, who were the principal and almost exclusive ex- 
porters of this particular product up to the time they got the decree 
issued. 

Mr. Hotiapaveu. I see. 

Well now, we must move on, because the chairman has informed me 
that he has to leave fairly soon. 

During this period of time that you have had a plant in Mexico, 
have representatives of your company discussed with representatives 
of the foun Co. these various problems that you have been testify- 
ing about? 

Dr. Sottins. Yes, sir. There were several occasions on which our 
company discussed with Syntex these problems. 

Mr. HortiasaucH. Would you be good enough to tell us what the 
discussions were about? 

Dr. Soutins. Well, in November of 1955, I believe it was November 
25, 1955, Mr. Lagos, then president and still president of Syntex, ap- 
proached our attorney and the president of our company in Mexico, 
and made certain proposals to our company. 

He proposed, he suggested, that our company and Syntex had a 
common enemy, and that common enemy was Schering, and that if we 
would join forces together with Syntex to keep Schering out of Mex- 
ico, that he would see to it that we would be supplied with raw mate- 
rial, though we would have to be content with a lesser amount than we 
needed to run our plant at full capacity, but, as he said, half a loaf is 
better than none, or some phrase to that effect, and at least we would 
be in business and making some profit. 

This proposal, of course, was rejected flatly. 

And then again, later on, in January of 1956, the same Mr. Lagos 
made another proposal to our company. He proposed that the prob- 
lem could be settled and solved between our companies, provided that 
we would agree to limit our production to 40 tons of input of root per 
month, whereas the rated capacity of our factory is 108 tons per 
month ; that if we did so, he would see to it that Syntex would sell to 
our company in Mexico, at a price that would enable us to make a 
small profit, the equivalent of about 20 or 30 tons of material per 
month. 

That we would have to agree to sell only to a certain list of custom- 
ers, and that we would have to agree to the fixing of prices. 

Mr. Hotiasaven. Are you talking about list of customers in the 
United States? 

Dr. Sorts. Yes, sir. 

Mr. Hotiasaven. What was this list to consist of ? 

Dr. Sottrns. It was to consist—let’s put it this way: Recognition 
was given to the fact that we had 2 contracts with 2 major companies, 
and that we would have to meet at least part of these contracts, so we 
would be allowed to sell to these 2 customers up to a certain level. 

Any other customers would have to be new ones, that is, companies 
that had never bought from Syntex before. 

Mr. Hotxanaveu. In other words, you were not to undertake to sell 
to Syntex customers in the United States? 

Dr. Sotiris. In the United States or, for that matter, outside the 
United States. 
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Mr. Hotzasaven. In other words, it was a proposal that you allo- 
cate customers. 

Dr. Sottins. And fix prices and cut down production. 

This, of course, was also rejected by us, without any further ado, 
and 

Senator O’Manonry. Where was this proposal made? 

Dr. Sottrns. This proposal was made to our company in Mexico. 

And, of course, we have suffered the consequences. 

Mr. Hotiapaven. By that you mean your company has never been 
able to operate on a profitable basis ? 

Dr. Sotitns. I mean by that, that up to the present time our com- 
any still has not been able to get enough raw material to run at its 
ull capacity or to meet its full requirements, and it has, until now, 

been running at a considerable deficit. 

Mr. Hotiasaven. Let me ask you one thing further on this: 

Since your plant was established in just recent years, I assume it was 
1955 or 1954 

Dr. Sotiins. 1955. 

Mr. Hotiasaven (continuing). Does your plant have the latest 
and the most efficient machinery in it, so that your lack of profits did 
not flow from lack of efficiency ? 

Dr. Sotiris. No, I am just as proud of ours as Dr. Julian is of his. 
Ours, I think, represented a very modern installation, with up-to-date 
mE DONNS and with great efficiency and saving of manual labor, and 
so forth. 

I think we have something of which we can be very proud, and it is 
very efficient and a very economical operation. 

Mr. Hotxazaveu. I shall not ask you of other proposals, if any, in 
fact, were actually made, but I would like to pass on a to the situa- 
tion which has transpired or the most recent developments with re- 
spect to this matter. 

At the present time, do you have before the Mexican Government 
enw for permits ? 

r. Soins. Yes, sir. 

Mr. HotiasaueH. And what is the status of this application ? 

Dr. Soti1ns. Our applications have never been rejected. They have 
been studied for the last 18 months and, as I said before, we have been 
given little bits of material now and then when we have made loud 
and threatening noises about closing our plant and displaying the 
whole affair in the newspapers, and so forth. 

But we have never been able to get satisfactory arrangements to 
date on the root supply business, because we have refused to accept any 
arrangement under which there would be an allocation of raw mate- 
rial between ourselves and Syntex based upon division of customers 
or artificial restrictions on the rate of production. 

Senator O’Manonry. And these objections which you have met, 
these demands which you have fefaed to accept, were made to you 





Bot by the Mexican Government or any of its officers, but by officers of 
yntex ? 
Dr. Sott1ns. They were made by officers of Syntex from time to 
time. 

Senator O’Manoney. When was the latest offer made? When was 
the latest refusal made? 
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Mr. HottazaveH. You mean proposals. 

Senator O’Maunoney. Proposals. 

Dr. Sotit1ns. I would say that the last of these was in January. 

Senator O’Manoney. Of this year? 

Dr. Sotiris. Yes, sir. 

Senator O’Manoney. Where was that made? 

Dr. Sottns. That was made in Mexico. 

Senator O’Manoney. By whom? 

Dr. Sottins. By Mr. Lagos, president of Syntex. 

Senator O’Manoney. All right. 

Mr. Hotxasauen. In order to keep the record straight and to be 
perfectly fair about this, I wish to state that the testimony up to 
this point had reference to matters which occurred prior to May of 
this year. 

Dr. Sotiins. Yes, that is correct. 

Mr. Hotianauen. So that none of the proposals that you talked 
about occurred after May of this year? 

Dr. Sottins. That is correct. 

Mr. Hotiasaven. After May of this year, when the—or after May 
4 of this year, when the Ogden Corp. purchased Syntex—and I will 
in a moment, Mr. Chairman, with your permission, offer the contracts 
of purchase by Ogden Corp. of the Syntex companies—since May 4, 
have you had any contact with representatives of the Ogden Corp. ? 

Dr. Soriins. Well, I personally have not had contacts with repre- 
sentatives of the Ogden Corp., but our attorneys have. 

Mr. Jacon L. Horrzmann. My name is Jacob L. Holtzmann. I 
was asked at the beginning of this session 

Senator O’Manoney. You will have your opportunity, sir. 

Mr. Jacos L. Hotrzmann. Yes. I just want to—I am sitting here 
and listening very carefully to what is said here. 

Senator O’Manoney. You will have your opportunity. 

Mr. Hotiasauen. Will you proceed, Mr. Witness? 

Dr. Sottins. I think your question was whether, since May of this 
year, I have had any contact with the Ogden Corp. 

Mr. Honiasauayu. Yes. 

Dr. Sotiris. And I have not had, personnally, any contact with 
the Ogden Corp. about this matter, but our attorneys have. 

Mr. Hottapavueu. And could you describe the nature of this—— 

Senator O’Manoney. Let’s find out who your attorneys are. 

Dr. Sotiris. Our attorney in Mexico City, sir, is Mr. Antonio 
Correa, to whom I referred earlier; and our attorneys on this matter 
in Washington are the firm of Covington & Burling. 

Senator O’Manoney. And have you had correspondence with them, 
with your attorneys ? 

Dr. Sottins. Yes, sir. 

Senator O’Manoney. Have you had reports from them ? 

Dr. Sottrns. Yes, sir, I have. 

Mr. Hotiasauen. Will you state what the nature of these contacts 
were, as reported to you by your counsel ? 

Dr. Soutrns. Well, when Syntex was purchased by the Ogden Corp., 


I might say, parenthetically, that we were very pleased, because at 
that time we thought that the purchase of Syntex by an American 
business organization, run by American businessmen, would be an 
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excellent solution to this problem that had arisen in Mexico, because 
we were quite sure they would embrace, just as we do, the principle of 
free trade and free competition. 

And so, immediately after we learned of the purchase of Syntex, 
I asked our attorney in Mexico City to communicate with Mr. Charles 
Allen in New York. 

I at that time did not know the details of exactly how the company 
was purchased, or anything of the sort, but I knew that it was pur- 
chased by the Allen interests. 

Mr. Hotuasaucu. As a matter of fact, the newspaper accounts so 
state. 

Dr. Sotiris. Yes. 

Mr. Hotianaucu. Will you identify Mr. Allen? 

Dr. Sotuins. Mr. Charles Allen, of Allen & Co. in New York, in- 
vestment bankers, and I believe the firm of Allen & Co. has an interest, 
a major interest, in the Ogden Corp., which is the company that 
purchased, as we now know, Syntex. 

So I asked our attorney in Mexico to communicate with Mr. Allen, 
and he did so; and with your permission, I would like to read a copy 
of a telegram that was sent to Mr. Allen on May 3, 1956. 

Mr. Hotianaucu. May we havea copy of that, sir? 

Senator O’Manonery. You may read the telegram. 

Dr. Sottins. This is dated May 3, 1956, and it is addressed to Mr. 
Charles Allen, 30 Broad Street, New York, N.Y. 

Have been informed company you represent signed contract acquiring total 
Shares Syntex, 8S. A. At meeting just held with Minister of National Economy 
he advised me that if all interested companies appear before Mexican Gov- 
ernment to advise we desire free competition in industry any necessary govern- 
ment control would be avoided. Please advise me if Syntex new management 


would be in agreement with said proceedings in order that commercial freedom 


exist in the hormone industry in Mexico. Please wire reply Avenida Juarez 
No. 14. 


Propuctos Estrerorps, S. A. 
ANTONIO CorREA, Chairman. 

Mr. HotiasaueH. You mean the Minister of National Economy 
advised Mr. Correa if all interested companies appear before the 
Mexican Government “to advise we desire free competition in indus- 
try, any necessary government controls would be avoided” ? 

Dr. Souurns. Yes, sir. That statement, that is absolutely correct. 
The Minister of National Economy so stated, that if all Mexican com- 
panies in this business, including Syntex, appeared before him and 
stated that they were in favor of absolutely free competition and free 
accessibility on an equal basis to all comers 

Senator O’Manonry. How do you know that was said? 

Dr. Sotx1ns. Because the Minister of Economy stated this to the 
president of our company, who in turn reported to me. 

Senator O’Manoney. Did he report that orally or in writing? 

Dr. Sottrns. He reported that to me orally, by telephone; and I be- 
lieve subsequently in writing. 

Senator O’Manoney. Do you have a copy of that writing? 

Dr. Sotiris. No, sir; I don’t have that with me. 

Senator O’Manoney. Do you have that in your office? 

Dr. Soins. Pardon? 

Senator O’Manoney. Do you have that in your office? 

Dr. Sotiris. I think I do, sir. 
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Senator O’Manoney. Will you produce for the committee files a 

copy of the report you received from President Correa? 
r. Sottins. I will be glad to do that. 

Mr. Hotiasaven. Will you proceed ¢ 

Dr. Sorts. Well, the telegram of May 3, 1956, to Mr. Allen was 
answered by Mr. Allen on May 16, 1956, and I have a copy of that tele- 
gram which I may read, if you so desire. 

Senator O’Manonry. Do you have the original / 

Dr. Sotiris. No, sir. 

Senator O’Manonry. Did you ever have the original ? 

Dr. Soturns. No, sir. The original was addressed to Mr. Correa. 

Senator O’Manoney. Do you know whether he has it ? 

Dr. Sotuins. Yes, sir, he does. 

Mr. Hotxiasaven. Will you undertake to get it? 

Dr. Soturins. Yes, sir, I will. 

Mr. Hotiapaver. And submit it to the committee. 

Dr. Sotiris. The original, or a photostat of the original / 

Mr. HotianaucnH. Well, it would have to be a copy of the telegram. 

Senator O’Manoney. You can submit a photostat. 

Dr. Sotirs. All right, sir. 

Senator O’Manoney. But in the meantime, you want the committee 
to understand that the copy you are about to read is a true and correct 
copy of the wire you received from Mr. Allen ? 

r. Soriins. Yes, sir, I believe that is so. 

Senator O’Manoney. All right, proceed. 

Dr. Sours. This telegram is dated May 16, 1956, and is addressed 
to— 


ANTONIO CORREA, 
Chairman, Productos Esteroides, 8S. A., 
Avenida Juarez 14, Mexico, D. F.: 


Receipt of your telegram of May 4 is acknowledged. I am not in a position 
to reply to your inquiry since I am not an officer or director of Syntex, S. A., 
nor of any corporation which owns shares of Syntex, S. A. However, I have 
forwarded your telegram to the management of Syntex, S. A. who advise me that 
they will reply to you directly. 


CHARLES ALLEN, Jr. 


Mr. Hotxiasaveu. Did you get a reply from Syntex, S. A., or some 
officer of that company ? 

Dr. Sotirns. Yes, sir, The same day, a few hours later, a telegram 
was received at the office of Mr. Correa from Syntex. This telegram 
was dated May 16, 1956, and the telegram, of course, was in Spanish. 

T have a translation of that Spanish telegram. I do not have the 
original Spanish version or the original telegram itself with me. 

Mr. HoxttanauecH. Would you get that and submit a photostatic 
copy to the subcommittee, with the chairman’s approval? I would 
like to have that. 

Dr. Sotiris. Yes, sir. 

Senator O’Manoney. Proceed. 

Dr. Sotiins. This telegram is dated May 16, 1956, and was marked 
“Urgent,” and was addressed to— 

Lice. [Licenciado] ANTONIO CORREA, 
President, Productos Esteroides, 
Juarez 14, City: 
Your telegram of May 4 has been referred to us for attention. In answer 


thereto we wish to state that the purpose of the management of Syntex, S. A., 
is to encourage competition in the hormone industry, limited only by regulations 
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which might be issued in accordance with Mexican laws and which tend to pre- 
serve the natural resources of Mexico, and to protect its economy and sources 
of work. 


SynTex, S. A. 

Senator O’Manoney. Doctor, I want to call your attention to the 
fact that the first copy of the first telegram you have presented to us, 
addressed to Mr. Charles Allen by Antonio Correa, is dated May 3. 

Dr. Sotutns. Yes, sir. 

Senator O’Manoney. That the second telegram you have presented, 
a to Antonio Correa, and signed by Charles Allen, Jr., is dated 

ay 16. 

Dr. Soturns. Yes, sir. 

Senator O’Manoney. And that it acknowledges receipt of “your 
telegram of May 4.” 

Dr. Sotuins. Yes, sir. 

Senator O’Manoney. That, of course, is not the date given in the 
telegram of Antonio Correa, which was May 3. 

Dr. Sottrns. I was aware of that, sir, but—— 

Senator O’Manoney. Then the third telegram, which you have 
just presented, addressed to Mr. Correa, dated May 16, and signed by 
Syntex, S. A., also refers, not to a telegram of May 3, but to a tele- 
gram of May 4. 

How do you explain this discrepancy ? 

Dr. Sotiris. Well, sir, I was aware of that. The telegram dated 
May 3 from Mr. Correa to Mr. Charles Allen was sent as a night letter, 
and apparently at this end it was received on May 4, and so it was 
referred to as the telegram of May 4 at this end, whereas in Mexico 
it was referred to as the telegram of May 3. 

Senator O’Manoney. Now, there is another point that I think 
should be cleared up. 

In the telegram of May 3, which probably was received on May 4, 
if it was sent as a night letter, although there is no designation on 
this copy to indicate that it was so sent 

Dr. Sotiris. I think the original will show it, sir. 

Senator O’Manoney (continuing). Mr. Correa stated to Mr. Allen 
that he had been informed Mr. Allen represented—no, had been in- 
formed that the company “you represent signed contract acquiring 
total shares Syntex, S. A.” 

The response of May 16 says: 

I am not an officer or director of Syntex, S. A., nor of any corporation which 
owns shares of Syntex, S. A. 

Dr. Soriins. Yes, sir. 

Senator O’Manoney. However, Syntex, S. A., in the telegram of 
May 16, says that— 

Your telegram of May 4 has been referred to us for attention 


Was there any other telegram of May 3 or May 4 to which Syntex, 
S. A., could have been referring ? 

Dr. Sotirns. No, sir. 

Senator O’Manoney. Did Mr. Correa send any other telegram to 
any other person which might have been referred to Syntex, S. A.? 

Dr. Sotiris. No, sir. 
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Senator O’Manonery. Well, obviously, in the telegram of Syntex, 
S. A., there is no identification of Mr. Correa’s telegram of May 4 as 
being the same as the one that was addressed to Mr. Allen. 

Dr. Sotiris. Well, that is right, sir. The telegram of Syntex to 
Mr. Correa of May 16 simply says that— 


Your telegram of May 4 has been referred to use for attention. 


but it does not say, it does not identify the telegram as being the tele- 
gram to Mr. Allen. 

However 

Senator O’Manoney. Can you clear up that discrepancy ? 

Dr. Sotiins. Well, sir, I think that—there is no doubt in my mind 
that the references in this exchange of telegrams are to the telegram 
of May 3 from Mr. Correa which arrived in New York on May 4, 
and Mr. Allen’s answer of May 16 in which he refers to the telegram 
oF May 4 is, in fact, to Mr. Correa’s telegram which originated on 

ay 3. 

Senator O’Manoney. Very well. But it is evident that the tele- 
gram of May 16 to Mr. Correa referring to— 


your telegram of May 4 
and stating that— 


the purpose of the management of Syntex, S. A., is to encourage competition in 
the hormone industry limited only by regulations which might be issued in 
accordance with Mexican laws and which tend to preserve the natural resources 
of Mexico and to protect its economy and sources of work, 

is signed— 

Syntex, S. A., 


but not by any person. 

Dr. Sotiris. That is right, sir. 

Senator O’Manonry. Have you any reason to believe that this 
telegram does represent the views of anybody in Syntex ? 

Dr. Soins. I would regard it as a very interesting coincidence if 
someone else were to have sent this telegram signed Syntex, S. A., to 
Mr. Correa. I might add 

Senator O’Manoney. Let me pursue this just a minute. 

The first telegram, the one concerning which you can testify with 
personal knowledge, namely, that of May 3, signed by Antonio Correa, 
begins with a clear statement as follows: 


Have been informed company you represent signed contract acquiring total 
shares Syntex, S.A. At meeting just held with Minister of National Economy— 


And so forth. 

That means, I take it, that Mr. Correa was advised at a meeting 
which he had just concluded with the Minister of National Economy 
in Mexico, that Mr. Allen represented a company which had just, by 
contract, acquired the total shares of Syntex. 


This statement is denied by Mr. Allen under date of May 16, saying 
that— 


I am not an officer or director of Syntex, 8. A., nor of any corporation which 
owns shares of Syntex, S. A. 

He does not say, however, that he does not represent a company 
which had purchased the total shares. He merely says that he is not 
an officer or director of Syntex. 

Dr. Soturns. That is right, sir. 
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Senator O’Manonry. He does not deny being a stockholder. 

Dr. Sotiris. That is correct, sir. . 

Senator O’Manoney. And his telegram of May 16, signed “Charles 
Allen, Jr.,” bears the same date as the telegram addressed to Mr. 
Correa and signed simply “Syntex, S. A.” 

Dr. Sottiys. That is right, sir. 

I might throw some additional light on this, Senator, by saying 
that 

Senator O’Manoney. You had better throw it fast. I have got to 
leave here. 

Dr. Sotiris. In the intervals of time between May 3 and May 16 in 
this exchange of telegrams, our attorneys in Washington, Covington 
& Burling, had held some discussions with Mr. Holtzmann, represent- 
ing the Allen Co.; and, as I felt that this telegram of May 16 from 
Syntex, S. A., was rather equivocal in its meaning, at least the mean- 
—— it was not quite clear to me, I felt that the meaning of its ought 
to be pinned down. 

And so, on May 17, Mr. G. A. Gesell, a member of the firm of Coving- 
ton & Burling, sent a tele —TI have a photostat here of the actual 
message—to Mtr. Howard M. Holtzmann, in order to clarify or pin 
down this point. 

Now, I do not have copies of this, but with your permission, sir, I 
will read it. I think it will throw some light on this. 

Senator O’Manonery. You may read it. ° 


Dr. Sotir1ns. This telegram is dated May 17, 1956, and is addressed 
to— 





Howarp M. HoLtzMANnn, Esq., 
Holtzmann, Wise & Shepard, 
380 Broad Street, New York, N. Y.: 

This will confirm your statement by telephone to me today that the policy of 
Syntex “to encourage competition in the hormone industry” just announced in 
their wire to Correa means that everyone in the hormone industry in Mexico 
is to be treated alike, with no special favoritism in the licensing of root. We 
will not consider these assurances made in good faith unless your representatives 
state in the presence of Correa to Minister Loyo at a conference tomorrow that 
Syntex has no objection whatsoever to the Mexican Government immediately 
granting pending applications of Pesa— 


that is the abbreviation for our company— 
for 1,500 tons of root. I have sent copies of this wire by hand today to the De- 
partments of State and Justice. 
G. A. GESELL, 
Attorney for Root Chemicals, Inc. 


Senator O’Manonery. Can you produce another copy of this for us? 

Dr. Sotutns. Yes, sir. 

Senator O’Manonry. This is a telegram purported to have been 
sent to Mr. Howard M. Holtzmann, Esq., by Mr. G. A. Gesell, of the 
firm of Covington & Burling in this city ? 

Dr. Souiins, That is right, sir. 

Senator O’Manoney. Mr. Holtzmann, is this your name that 

Mr. Howarp M. Horrzmann. It is my name, sir. 





Senator O’Manoney. Will you state whether or not you received 
such a telegram ? 


Mr. Howarp M. Horrzmann. I received such a telegram, sir, but I 
never made the statement alleged to me in the telegram. The tele- 
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gram purports to confirm a statement, and represents only a half- 
truth. 

Senator O’Manoney. Well, now it is quite obvious—— 

Mr. Howarp M. Hotrzmann. And I so advised Mr. Gesell im- 
mediately. I was unable to reach him. I advised his office. 

Senator O’Manoney. Well, it will be quite impossible for me to 
remain to pursue this matter now. 

How much longer do you think is necessary, Mr. Hollabaugh ? 

Mr. Hotiasauen. As to this phase, Mr. Chairman, upon the con- 
clusion—I have one question for Dr. Sollins, I have to identify three 
documents, and I will be finished for this afternoon, so far as I am 
concerned, sir, as to the presentation. 

Senator O’Manoney. Can you do that in 3 minutes? 

Mr. Horxanaven. I will try, sir. 

Senator O’Manoney. Proceed. 

Mr. Hotianauen. Dr. Sollins, have any representatives from Syntex 
gone with any representatives from your company to the Minister of 
Economy cal discussed this matter, since the time of the telegram, 
the date of the telegram that is referred to here? 

Dr. Sotirns. No, sir. 

Mr. Hotxianavuen. There have been no such discussions ? 

Dr. Sotirns. No, sir. 

mee HotxasaueGH. In the presence of or with the Minister of Econ- 
omy ? 

Dr. Sortins. There have been no discussions with the Minister of 
Economy in our presence. 

Mr. Hotiasauen. That is what I mean. 

Dr. Sottrns. Or in the presence of our attorneys. 

Mr. Hotiasaven. All right. 

That is the only question I have for hin, sir, at this moment, and 
I am finished with the witness insofar as I am concerned. 

I would like very quickly, Mr. Chairman, to offer into—no, to 
identify in the record the two contracts which Mr. Holtzmann has 
supplied to us in response to a letter from you to Mr. Holtzmann. 

The first is a contract: made and entered into in Mexico the second 
day of May, 1956, by and between Dr. Emeric Somlo, Dr. Jorge 
Rosenkranz, and Dr. Frederico A. Lehmann, residing in Mexico City, 
and Caribbean Chemicals, S. A., a corporation of Panama. 

The next document is this contract made May 2, 1956, by and between 
the Ogden Corp., a Delaware corporation, with offices at 40 Wall Street, 
Caribbean Chemicals, S. A., a Panamanian corporation, having its 
offices in the Republic of Panama, and Dr. Emeric Somlo, Dr. Jorge 
en and Dr. Frederico A. Lehmann, all residing in Mexico 

ity 

These two documents constitute the contract of purchase whereby 
the Ogden Corp. acquired Syntex and certain of its affiliated com- 
panies, including Chemical Specialties of New York City. 

Senator O’Manonry. Mr. Holtzmann, may I ask you whether or 
not you can identify these documents as the ones you sent in response 
tomy inquiry ? 

Mr. Howarp M. Hortzmann. I am quite confident that I can, sir. 
May I see them? 

Yes, these appear to be photostats which were made in our office. 
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Senator O’Manonery. Thank you very much, sir. 
They may be made a part of the record. 
(The contracts referred to are as follows:) 


This contract made and entered into in Mexico, D. F., this second day of May 
1956 by and between : 

Dr. Emertco Somio, Dr. JorGE ROSENKRANZ, and Dr. FREDERICO A. LEHMANN, 
residing in Mexico City, Federal District, United States of Mexico (hereinafter 
referred to as “the Sellers”), party of the first part, and 

CARIBBEAN CHEMICALS, 8. A., a Panamanian Corporation having its principal 
place of business at Ave. Central No. 33, in the City and Republic of Panama, 
(hereinafter referred to as “Caribbean Chemicals”), party of the second part 

WITNESSETH : 

The Sellers hereby represent and warrant: (a) That SynrTex, 8. A. (hereinafter 
referred to as “Syntex”’) is a corporation duly organized and existing under the 
laws of the United States of Mexico, having its principal place of business at 
Kilometer 13% on the Mexico City-Toluca Highway, in the Federal District, and 
being engaged in the manufacture, distribution and sale of steroids, having a 
capital stock of $27,621,000.00 Pesos Mex. Cy., represented by 27,621 fully paid 
and nonassessable common shares of the par value of $1,000.00 Pesos Mex. Cy. 
each, issued to bearer, of which 27,617 shares are held and owned by the Sellers. 

(b) That Pronat, S. A. (hereinafter referred to as “Pronat’”) is a corporation 
organized and existing under the laws of the United States of Mexico, having 
its offices at Paseo de la Reforma No. 76, in the City of Mexico, Federal District, 
having a capital stock of $500,000.00 Pesos Mex. Cy., represented by 500 fully 
paid and non-assessable common shares of the par value of $1,000.00 Pesos Mex. 
Cy., issued to bearer, of which 496 shares are held and owned by the Sellers. 

Now, THEREFORE, in consideration of the mutual covenants and agreements 
herein contained, the parties hereto hereby enter into a Mercantile Purchase 
and Sale Contract as set forth in the following clauses : 

I. The Sellers hereby sell, transfer and deliver to Caribbean Chemicals, free 
and clear of all liens and encumbrances, 27,617 common shares of Syntex stock 
and 496 common shares of Pronat stock, fully paid and non-assessable, receipt 
of which is hereby acknowledged. The purchase price of said shares is $2,800,- 
000.00 U. S. Cy., which is paid as follows : 

(a) $2,000,000.00 U. S. Cy. paid upon the signing of this agreement as follows: 


Emeric Somlo $1, 496, 000. 00 U. S. Cy. 
Jorge Rosenkranz 240, 000. 00 U.S. Cy. 
Federico A. Lehmann 264, 000. 00 U.S. Cy. 


Receipt of the foregoing amounts is hereby acknowledged of the Sellers. 

(b) $800,000.00 U. S. Cy. payable in two installments of $400,000.00 U. S. Cy. 
each, 15 months and 30 months, respectively, from the date of this agreement, 
without interest. Said payments are evidenced by two negotiable non-interest 
bearing promissory notes issued by Caribbean Chemicals to the order of the 
Sellers jointly and made payable in United States Currency in Mexico, D. F., 
or in such other place as the payees or holders may elect. 

Receipt of said notes is hereby acknowledged by the Sellers. 

II. The accounting books of Syntex and Pronat show a net indebtedness to 
the Sellers for monies which have been advanced by them and for other reasons 
in the following amounts: 


Owed by Syntex to: 
Dr. Emeric Somlo_____-____-_ Di dsssb St $3, 115, 672. 26 Mex. Cy. 
Dr. Federico A. Lehmann 638, 925. 32 Mex. Cy. 
Dr. Jorge Rosenkranz 427, 559. 54 Mex. Cy. 
Owed by Pronat to: 
Dr. Emeric Somlo $1, 121, 408. 14 Mex. Cy. 
197, 895. 55 Mex. Cy. 
179, 905. 05 Mex. Cy. 


The Sellers hereby assign and transfer, without recourse, to Caribbean Chemi- 
cals the amounts which are owed to them, respectively by Syntex and Pronat, 
above referred to, free and clear of all liens and encumbrances. The Sellers 
further waive and relinquish any and all claims that they now or hereafter may 
have against Syntex and Pronat, whether as Directors, Officers, Employees, or 
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for any other services which may have been rendered by them to both companies 
prior to the date of this contract. 

IN WITNESS WHEREOF, the parties hereto have hereunto set their respective 
hands and seals in Mexico, D. F., on the day and year first above written, before 
the undersigned witnesses. 

Dr. EMERIc SOMIO. 

Dr. JorcE ROSENKRANZ. 

Dr. Freperico A. LEHMANN. 
CARIBBEAN CHEMICALS, S. A. 


By RicHarD J. GONZALEZ. 
Witnesses: 


MALCOLM LITTLE. 
RIcHARD G, GREEN. 


This Contract made and entered into in Mexico, D. F., this second day of 
May, 1956, by and between : 

OGDEN CORPORATION, a Delaware Corporation with offices at 40 Wall Street, in 
the City and State of New York, United States of North America, (hereinafter 
referred to as “Ogden’”’), party of the first part, 

CARIBBEAN CHEMICALS, S. A., A Panamanian Corporation having its principal 
place of business at Ave. Central No. 33, in the City and Republic of Panama, 
(hereinafter referred to as “Caribbean Chemicals’), party of the second part, 
and 

Dr. Emric Somio, Dr. JoRGE ROSENKRANZ, and Dr. FepERIco A. LEHMANN, re- 
siding in Mexico City, Federal District, United States of Mexico, (hereinafter 
referred to as “the Sellers’’), party of the third part 

WITNESSETH : 

The Sellers hereby represent and warrant: 

(a) That CarIBBEAN CHEMICALS, 8. A. (hereinafter referred to as “Caribbean 
Chemicals’) is a corporation organized and existing under the laws of the Re- 
public of Panama, having an authorized capital of $200,000.00 U. S. Cy., with 
$62,550.00 U. S. Cy. having been fully subscribed and paid for, represented by 
6,255 shares of stock of the par value of $10.00 U. S. Cy. each, presently issued 
and outstanding. Said 6,255 shares of stock are held and owned by the Sellers. 

(0b) That SynTex, S. A. (hereinafter referred to as “Syntex”’) is a corporation 
organized and existing under the laws of the Republic of Mexico, having its prin- 
cipal place of business at Kilometer 13% on the Mexico City-Tolusa Highway, 
in the Federal District, and being engaged in the manufacture, distribution, and 
sale of steroids, having a capital stock of $27,621,000.00 Pesos Mex. Cy., repre- 
sented by 27,621 fully paid and nonassessable common shares of the par value of 
$1,000.00 Pesos each, issued to bearer, of which 27,617 shares are held and 
owned by Caribbean Chemicals. 

(c) That Promat, 8S. A. (hereinafter referred to as “Promat’) is a corpora- 
tion organized and existing under the laws of the United States of Mexico, hav- 
ing its offices at Passo de la Reforma No. 76, in the City of Mexico, Federal Dis- 
trict, having a capital stock of $500,000.00 Mex. Cy., represented by 500 fully 
paid and nonassessable common shares of the par value of $1,000.00 Mex. Cy., 
issued to bearer, of which 496 shares are held and owned by Caribbean Chemi- 
cals. 

(d@) That AMERICAN STEROIDS, Inc. (hereinafter referred to as “American 
Steroids”) is a corporation organized and existing under the laws of the Com- 
monwealth of Puerto Rico, having its principal place of business in San Juan, 
Puerto Rico, and an authorized capital of $250,000.00 U. S. Cy., with $12,510.00 
U. S. Cy. having been fully subscribed and paid for, represented by 1,251 shares 
of stock of the par value of $10.00 U. S. Cy. each, presently issued and outstand- 
ing. Said 1,251 shares of stock are held and owned by Caribbean Chemicals. 

(e) That PHARMACEUTICAL Propucts Co., INc. (hereinafter referred to as 
“Pharmaceutical Products”) is a corporation organized and existing under the 
laws of the Commonwealth of Puerto Rico, having its principal place of business 
at Nato Rey, Puerto Rico, and an authorized capital of $250,000.00 U. S. Cy., with 
$12,510.00 U. S. Cy. having been fully subscribed and paid for, represented by 
1,251 shares of stock of the par value of $10.00 U. S. Cy. each, presently issued 
and outstanding. Said 1,251 shares of stock are held and owned by Caribbean 
Chemicals. 

(f) The CHEMICAL SPECIALTIES Co., INc. (hereinafter referred to as “Chemi- 
cal Specialties”) is a corporation organized and existing under the laws of the 
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State of New Jersey. United States of America, with its principal place of 
business at 10 East 40th Street, New York City, having 450 no-par value shares 
presently issued and outstanding, of which the Sellers hold and own 415 shares 
and Caribbean Chemicals 135 shares. 

(g) That FounDATION LABORATORIES, INC. (hereinafter referred to as ‘“Founda- 
tion Laboratories”) is a corporation organized and existing under the laws of 
the State of New York, with its principal place of business at 10 East 40th Street, 
New York City, having 100 no-par value shares presently issued and outstanding 
all of which shares are held and owned by Chemical Specialties. 

Now, THEREFORE, in consideration of the mutual covenants and agreements 
herein contained, the parties hereto hereby enter into a Purchase and Sale Con- 
tract as set forth in the following clauses: 

I. The Sellers hereby sell, transfer and deliver to Ogden, free and clear of all 
liens and encumbrances, 6,255 fully paid and non-assessable common shares of 
Caribbean Chemicals stock, and 315 fully paid and nonassessable common shares 
of Chemical Specialties, receipt of which is hereby acknowledged. The purchase 
price of said shares is $1,000,000.00 U. S. Cy., which Ogden hereby pays to the 
Sellers by delivering to them its negotiable promissory note for $1,000,000.00 
U. 8S. Cy., payable to them, jointly, in 45 days from this date, receipt of which 
note is hereby acknowledged. 

II. There is attached hereto as Exhibit A, with appending supporting notes, 
an estimated consolidated Balance Sheet of March 31, 1956, covering the con- 
solidated operation of all of the above Companies. The Sellers jointly and sev- 
erally warrant that said Balance Sheet reasonably reflects the consolidated 
financial condition of said Companies and the results of their operations to 
March 3ist, and that since that date there have not been any declaration or 
payment of dividends nor any changes in the financial condition, in the asseets, 
inventories, or businesses of said Companies, other than changes in the ordinary 
course of business, with the exception of the recent acquisition by Caribbean 
Chemicals of 21,617 shares of Syntex stock, and 496 shares of Pronat stock, for 
which purpose Caribbean Chemicals has borrowed $2,000,00.00 U. S. Cy. from the 
Marine Midland Trust Company of New York City, and has incurred an obliga- 
tion to pay $800,000.00 U. S. Cy. additional in two payments of $400,000.00 U. S. 
Cy. each, 15 and 30 months, respectively, from this date. 

The Sellers further warrant that they do not know and do not have any rea- 
sonable ground to know of any liability of any nature or in any amount, whether 
accrued, absolute, contingent or otherwise, which is not fully reflected as here- 
inafter specifically referred to. The lack of said knowledge shall not in any way 
impair or affect the warranties of the Sellers to the correctness of the Balance 
Sheet or the results of the operations of said Companies, hereinabove referred to. 

III. An independent audit of the combined operations of the Companies is 
presently being conducted by Haskins & Sells, and their associated firms. If as 
a result of said audit, which shall be conducted in accordance with generally 
accepted accounting principles, it is shown that the combined net worth of said 
Companies is less than $7,250,000.00 U. S. Cy. as of March 31, 1956, before ac- 
eruing any reserve for 1956 income taxes, it is hereby agreed that an amount 
equal to such deficiency shall be deducted by Caribbean Chemicals from the 
amounts payable to the Sellers on the two $400,000.00 U. S. Cy. promissory notes 
of this date, in the order of their maturity, to which reference has been made 
in Paragraph II, and if the deficiency exceeds $800,000.00 U. S. Cy. the excess 
shall be deducted from the amount that may be payable by Caribbean Chemicals 
under the provisions of Paragraph IV hereof. 

In determining the combined net worth of said Companies, for the purposes of 
this agreement, the value of “secret formulas and processes” owned by American 
Steroids, shall be deemed to be $2,000,000.00 U. S. Cy., which is the value re- 
flected in the attached Balance Sheet. However, for such purpose, the amounts 
which have been credited by Syntex, Pronat and Chemical Specia ties to Drs. 
Emeric Somlo, Federico A. Lehmann, and Jorge Rosenkranz, shall not be taken 
into consideration as liabilities. 

To guarantee the warranties contained in this paragraph, as well as any other 
warranties or obligations contained in this contract, it is hereby agreed that the 
two $400,000.00 U. S. Cy. promissory notes made by Caribbean Chemicals here- 
inbefore referred to, shall be deposited with Jose O. Gonzales for a period of 
14 months, under the terms of certain escrow letter of this date, a copy of which 
is attached hereto. 

IV. The Commonwealth of Puerto Rico has issued two income tax deficiency 
and jeopardy assessments against American Steroids in amounts which, includ- 
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ing principal, interest to date of the assessment and penalties, approximate 
$1,500,000.00 U. S. Cy. Negotiations are still pending with the Puerto Rican 
Treasury Department, for the purpose of reaching an administrative settlement 
of such tax assessments and thus avoid Court action. Caribbean will cause 
American Steroids to hold firm the offer of compromise it has made on these 
claims unless such offer is rejected by the appropriate Puerto Rican authorities. 
If the amount American. Steroids is required to pay, in full settlement of said 
assessments, whether as a result of negotiations or by reason of a judgment 
rendered by a competent court, including accrued interest, penalties, attorneys’ 
fees not previously paid, and premiums on bonds, is less than $1,000,000.00 U. S. 
Cy., the difference between such amount and $1,000,000.00 U. S. Cy. shall be 
payable by Caribbean Chemicals to the Sellers, provided, however, that the 
amount of such payment shall in no case be more than $500,000.00 U. S. Cy., and 
provided, further, that if the amount American Steroids is required to pay, 
including the expenses above specified, equals or exceeds $1,000,000.00 U. S. Cy., 
Caribbean Chemicals shall not be required to make any further payments to the 
Sellers under this paragraph. Any amount payable hereunder shall be so paid 
to the Sellers 45 months from the date of this agreement, with interest thereon 
at the rate of 3.5% per annum from the date said amount payable shall be 
determined. Said indebtedness shall be evidenced by a negotiable promissory 
note payable in United States Currency in Mexico, D. F., or such other place 
as the payee or holders may designate, which shall be in the same form as the 
two $400,000.00 U. S. Cy. notes hereinabove referred to, but which shall not be 
delivered prior to 45 days from the date of this agreement. 

V. The accounting books of Chemical Specialties show an indebtedness to Dr. 
Somlo for monies which he has advanced of $180,000.00 U. S. Cy. Dr. Somlo 
hereby assigps and transfers said credit of $180,000.00 U. S. Cy. without re- 
course, to Caribbean Chemicals, free and clear of all liens and encumbrances. 
The Sellers further waive and relinquish any and all claims that they now or 
hereafter may have against any and all of the Companies above referred to, 
whether as Directors, Officers, employees, or for any other services which may 
have been rendered by them to said Companies prior to the date of this agreement. 

VI. In the event that any deficiency assessment is imposed for income taxes 
by the proper Mexican authorities on Syntex or Pronat for their activities prior 
to January 1, 1956, the Sellers will be liable to Caribbean Chemicals for the 
amount of such deficiency, which amount may be deducted by Caribbean 
Chemicals from the amounts due on the promissory notes of $400,000.00 U. S. Cy. 
each, hereinabove referred to. This liability will not extend to tax deficiency 
assessments against any of the other Corporations. The Sellers warrant that 
Syntex, Pronat, American Steroids, and the other corporations have good title 
to all their properties and assets, real and personal, including those reflected in 
the Balance Sheet annexed hereto, and that they are free and clear of any 
liens or encumbrances except as Shown in said Balance Sheet. In the event of any 
defect of title, the cost of remedying such defect shall similarly be made up by 
the Sellers. It is understood that the Sellers will not be liable for any income 
taxes which may be payable by any of the corporations referred to in this con- 
tract, for their current fiscal years. 

The Sellers shall not be liable for any fines, penalties, forfeitures, assessments, 
or judgments entered against any of said corporations as a result of any suit by 
the Government of the United States of America by reason of any alleged 
violation of the so-called “Anti-Trust Laws” of the United States of America, but 
they shall be liable for any similar obligations imposed on any of said corpora- 
tions by reason of any suit maintained by a nongovernmental person, based 
upon any alleged violation of such laws to the extent that such obligation is 
based upon conduct of any of the corporations prior to the date of this agreement. 

VIL. The Sellers warant that none of them owns, directly or indirectly, any 
patent under which the Companies are licensed to manufacture or sell the 
products manufactured or processed by them, and has no interest in any license 
agreements, franchises, agencies, or other arangements of a like character with 
respect to the services rendered by, or the business conducted by said Companies, 
other than a certain agreement between Syntex and Hormona, S. A., concerning 
19 Nor Ethinzyl Testosterone in Mexico, Central America, Cuba, Haiti, Colombia, 
Venezuela, Peru and Ecuador, the term of which Sellers agree to cause Hormona, 
S. A., on request of Caribbean Chemicals, to reduce to five years, and whose 
provisions they will cause to be modified so that Syntex is not required to give 
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Hormona the benefit of Syntex’s lower prices to a company under common 
management or control with Syntex. 

Vill. It is understood that should the amount finally found to be due from 
American Steroids on the tax claims referred to in Paragraph IV equal or ex- 
ceed $1,000,000.00 U. S. Cy., the Sellers will not be liable for any part of such 
excess. Caribbean Chemicals agrees not to permit American Steroids to assert 
any claim against the Sellers by reason of its payment of any sum upon such 
tax claims. 

IX. Drs. Somlo, Lehmann and Rosenkrantz hereby jointly and severally agree 
that they will not engage, directly or indirectly, as principals, employees, stock- 
holders or otherwise, in any part of the world for a period of six years from the 
date of this agreement, in the manufacture, production, distribution, or sale of 
steroids, or any other product now manufactured by Syntex, except as employees 
of Caribbean Chemicals, 8. A. or any corporations subsidiary thereto, it being ex- 
pressly understood that ownership by Somlo and Lehmann of stock in Hormona, 
S. A. of Mexico, Hormona, 8S. A. of Colombia, their subsidiaries and affiliates, and 
their active participation in the business of those corporations will not constitute 
a breach of this covenant so long as those corporations do not engage in the 
manufacture or sale of steroids in bulk, as distinguished from steroids in pack- 
aged pharmaceutical form, and so long as those corporations do not engage in 
the manufacture, production or sale of steroids or other products now manu- 
factured by Syntex within the United States of America. 

X. For purposes of interpretation, this contract shall be considered to be a 
Mercantile Purchase and Sale Contract. 

XI. Any notices to be given hereunder shall be given to Caribbean Chemicals, 
care of M. L. Sindeband, 33 Pine Street, New York City, to Ogden Corporation, 
at 40 Wall Street, New York City, N. Y., to Dr. Somlo at Carpatos 855, Mexico, 
D. F., to Dr. Lehmann at Carpatos 620, Mexico, D. F., and to Dr. Rosenkrantz at 
Parque Via Reforma 1830. Notices may be given by registered Air Mail, with re- 
turn receipt requested, directly to each of the parties at the addresses above set 
forth, in which case they shall be considered to have been given ten days after 
the date of mailing. 

In WITNESS WHEREOF, the parties hereto have hereunto set their respective 
hands and seals in Mexico, D. F., on the day and year first above written, before 
the undersigned witnesses. 

OGDEN CORPORATION, 
By JAMES W. DEER. 

CARIBBEAN CHEMICALS, S. A.., 
By RicHaARD J. GONZALEZ. 

Dr. DMERIC SOMLO. 

Dr. JORGE ROSENKRANZ. 

Dr. FEDERICO A. LEHMANN. 

Witnesses: 

RICHARD G. GREENE. 
MALCOLM LITTLE. 


EXHIBIT A 


Syntex S. A., Promat, S. A., AMERICAN STEROIDS, INC., PHARMACEUTICAL PRODUCTS: 
Co., Inc., CARIBBEAN CHEMICALS, S. A., CHEMICAL SPECIALTIES Co., INC., FOUNDA- 
TION LABORATORIES, INC. 


Consolidated balance sheets as of Mar. 31, 1956 


ASSETS 

Current assets : 
Le ot asiaariaiaeeeiasnmenniadinearatirirmmmaiel $1, 469, 996. 47 
ao teeres eaten 711, 832. 70 
ee er Te ehheineaiaatmmneemninaiaeabait 2, 548, 116. 40: 
a cid mane oe enneneeeameieiearia 27, 381. 34 
Tene at oe ae eee 8, 664. 31 





alee emaen enema 4, 765, 991. 22: 
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Consolidated balance sheets as of Mar. 31, 1956—Continued 


‘Other assets : 
Land, building, machinery, equipment, ete. (net) $1, 388, 456. 27 
Deposits receivable 8, 965. 95 
Loans—Officers and employees 63, 751. 84 
Investments in other companies 
mecret Serius Gee precewe.................................- 


Total assets 


Notes payable 
Accounts payable 
Loans payable—Stockholders 


Total liabilities 


Capital stock 
Surplus 


Total stockholders’ equity 


Total liabilities and stockholders’ equity 8, 229, 797. 28 


American Steroids, Inc., cash in the amount of $600,000.00 is in escrow with 
Chase Manhattan Bank for tax case. 

American Steroids is presently engaged in a dispute with the Secretary of the 
Treasury of Puerto Rico concerning its alleged failure to withhold income tax 
on payments made to certain stockholders. The pending tax deficiencies includ- 
ing interest and penalties amount to $1,450,791.04 US Cy. as at December 31, 
seen No provision has been made in this Balance Sheet for these pending tax 
claims. 


ExHIBIT B 
Mexico, D. F., May 2, 1956. 
Mr. Jose G. GONZALEZ, 
Fiddler Gonzalez & Mido, 
Chase National Bank Bldg., San Juan, Puerto Rico. 


Dear Mr. GONZALEZ: Pursuant to the terms of a certain agreement entered 
into in Mexico, D. F., this day among Ogden Corp., Caribbean Chemicals, S. A., 
Dr. Emeric Somlo, Dr. Jorge Rosenkranz and Dr. Federico A. Lehmann, we 
hand you herewith 2 promissory notes dated today, each in the amount of $400,000 
U. S. Cy., one payable in 15 months from date, the other in 30 months from date, 
both to the order of Emeric Somlo, Federico A. Lehmann, and Jorge Rosenkranz, 
jointly. 

It is understood that you are to hold these notes in escrow until July 1, 1957, 
on which date you will deliver them to the payees, subject to the condition that 
if at that date there are, as a result of warranties made by Doctors Somlo, 
Rosenkranz, and Lehmann under the aforementioned agreement, any amounts 
due and payable by the individual signers of this letter to Ogden or Caribbean 
Chemicals or any claims in favor of Odgen or Carribbean that have not been 
settled, you will continue to hold both the said notes as escrowee until such 
claims are finally adjusted between the parties, if such amounts or claims amount 
to more than $400,000 U. S. Cy.; and, if such amounts or claims are less than 
$400,000 U. S. Cy., then you will deliver on July 1, 1957, the second of such notes 
to fall due, and you will retain the first of such notes in escrow until such claims 
are finally adjusted between the parties. 
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It is expressly agreed that during the term of this escrow agreement new 
notes may be substituted for the notes herewith delivered upon the agreement of 
all the parties hereto. 

Your signature below will indicate your acceptance of these notes as escrowee 
under all the terms and conditions above stated. 

Very truly yours, 
CARIBBEAN CHEMICALS, §. A.., 








By 
OGDEN CORPORATION, 
By 


e 








Accepted and agreed to: 








Mr. Hotiasavenr. One further thing, Mr. Chairman. 

Lasked Mr. Holtzmann if he could give us a list of the present Board 
of Directors of Syntex, S. A., in Mexico, together with the officers of 
Syntex, S. A., in Mexico, and he has done so. He gave it to us orally. 

We have typed up the list. Subject to his checking for any mis- 
takes that we might have made, I would like to offer this into the 
record. 

Senator O’Manoney. Let Mr. Holtzman check it and confirm it, 
please. 

Mr. HotuasauGcH. Yes, indeed. 

He has informed me this is not accurate. I will, with the chair- 
man’s permission, submit it to him, let him give me a new list, and 
we will hold the record open for the new list. 

Senator O’Manoney. That will not be presented ? 

Mr. Howarp M. Houtrzmann. It is seriously not accurate. 

Senator O’Manoney. May I ask you whether or not Mr. Charles 
E. Allen is connected in any way with the company you represent? 

Mr. Howarp M. Hotrzmann. Mr. Charles Allen, sir, is, as the tele- 
gram states, neither an officer nor director of Syntex, nor an officer 
or director of the holding company which owns the shares of Syntex, 
which is the Ogden Corp. 

However, Mr. Charles Allen is one of the stockholders of the Ogden 
Corp. The Ogden Corp. is a publicly owned corporation, traded on 
the American Stock Exchange, and Mr. Allen is one—the largest 
stockholder, but he is one of a group of public stockholders, but he 
is not active in the management. 

Senator O’Manonery. We will go into this matter later. 

(The list of officers and directors referred to appears in the appendix 
on p. 145.) 

Senator O’Manonery. The committee now stands adjourned. until 
the call of the Chair. 


(Whereupon, at 4:30 p. m., the subcommittee adjourned, subject 
to call.) 








APPENDIX 


(The following letter was subsequently received and ordered 
printed in the appendix by the chairman :) 


OGDEN Corp., New York, N. Y., February 5, 1957. 
Hon. JOSEPH C. O’MAHONEY, 
Senate Office Building, Washington, D. C. 
My Dear SENATOR: The following is a list of the officers and directors of 
Syntex, S. A.: 
OFFICERS 


Chairman of the board and general George Rosenkranz 
manager Licio Lagos 

President Alexander Zaffaroni 

Executive vice president Milton Reynolds 


Treasurer Malcolm C. Little, Jr. 
Secretary 


DIRECTORS 


Marvyn Carton Milton Reynolds 

Licio Lagos George Rosenkranz 

Jorge Larrea Alexander Zaffaroni 

Malcolm C. Little, Jr. A. J. H. Thistlethwaite (conservator) 


Very truly yours, 
M. L. SINDEBAND, Havecutive Vice President. 


(The following letters were subsequently received ordered printed 
in the appendix by the chairman :) 
JuLY 18, 1956. 
Hon. Rorert C. HILt, 
Assistant Secretary of State, 
Department of State, Washington, D. C. 


DEAR SECRETARY HILL: The Subcommittee on Patents, Trademarks, and Copy- 
rights held hearings on July 5 and 6, 1956, relative to the activities of Syntex, 
S. A., a Mexican corporation, and its affiliated companies in the United States 
and Puerto Rico, allegedly directed to blocking others from access to barbasco 
root. The subcommittee regards this as being a most serious and important 
matter as it relates to alleged restraints upon the availability of the cheapest 
source now known for the essential material used in the manufacture of various 
hormone products which are sometimes referred to as “wonder drugs.” 

It is my understanding that the State Department and the American Embassy 
in Mexico City have been concerned with the barbasco root matter for several 
years and has in its possession considerable information bearing on the problem 
and the various developments relating to the efforts of new producers of steroid 
products to get into production. 

I would appreciate your supplying for the use of the subcommittee the following 
information : 

1. A summary statement of the State Department’s interest in this matter and 
steps taken to find a solution. 

2. The position taken by the State Department relative to the continuation 
by the Ogden Corp., which purchased Syntex and its affiliated companies in 
May 1956, of the policy of blocking competitors and potential competitors which 
had theretofore been followed by Syntex, S. A., and any new developments with 
respect to this phase of the problem; and 

38. Confirmation, if it is in fact correct, of the information coming to my 
attention that the Mexican Government recently reached the decision to liberalize 
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the granting of permits which allows the collection and processing of barbasco 
root found in Mexico with the result that the steroid plants now located in 
Mexico will be allowed to operate on a fully competitive basis. 
Thank you for your couperation in this matter. 
Sincerely yours, 
JOSEPH C. O’MAHONEY, Chairman. 


DEPARTMENT OF STATE, 
Washington, July 24, 1956. 
The Honorable JoserH C. O’MAHONEY, 
United States Senate. 


Dear SENATOR O’MAnHONEY: This is in reply to your letter of July 18, 1956, 
relating to the hearings of the Subcommittee on Patents, Trademarks, and Copy- 
rights concerning barbasco root and derivative hormone products and requesting 
this Department to submit information on certain aspects of the matter. 

The Department of State initially became interested in problems involving 
the manufacture and sale of hormones during World War II. This interest 
derived from the acquisition during the war by the Alien Property Custodian 
of basic patents in the field of hormone production. In its participation in inter- 
departmental studies concerning the disposition of property of former German 
ownership, the Department favored a policy of making all patent rights generally 
available to American industry. The Department sought particularly the appli- 
eation of such a policy to hormone patents because of their relative industrial 
importance and significance to public health and the existence in that field of 
a past pattern of international cartel arrangements. 

In accordance with the policy of obtaining the widest utilization of hormone 
patents the Office of Alien Property, Department of Justice, afforded licenses 
to interested manufacturers to enable them to engage in the production of 
hormones and intermediates under the patents controlled by the Attorney 
General. Among the licenses granted were those to Syntex affiliated companies, 
which are exhibits in the records of the subcommittee hearings and which were 
granted following the submission of the affidavit of the president of Syntex, S. A., 
on February 29, 1952, to the Office of Alien Property. 

Difficulties in obtaining root supplies for the United States were first called 
to the Department of State’s attention by the Department of Justice in Febru- 
ary 1952. From this date to the present time the Department of State has been 
seriously concerned with this problem because of its relationship to the supply of 
important medicines to the American public. 

The information furnished in 1952 was that an embargo had been placed on 
the export of root used in the production of hormones. The Department re- 
quested the American Embassy in Mexico to raise the matter with the Mexican 
Government, stressing the importance of this product from the standpoint of 
public health and the fact that this Government had greatly aided Syntex, S. A., 
a Mexican corporation, by granting royalty-free licenses under important United 
States-owned patents relating to hormones. The United States raised this prob- 
lem with the Government of Mexico over an extended period and strongly urged 
that Government to remove restrictions. 

The Government of Mexico did not, however, find it appropriate to relax its 
embargo control. While this was naturally a matter of regret on the part of the 
Department, it must be pointed out that the export control by the Mexican Gov- 
ernment was within its sovereign prerogatives and did not involve violation of 
any treaty relationships with the Government of the United States. 

Because of the great need for access to the essential ingredients for the so-called 
wonder drugs, certain American interests, representatives of several of which 
have appeared before your subcommittee, established or sought to establish 
manufacturing facilities in Mexico. The Department of State, through the 
Embassy in Mexico, made numerous requests of the Mexican Government to 
extend to these additional firms the opportunity to obtain barbasco root on 
the same terms as Syntex, S. A. In addition, the Bmbassy expressed the desire 
of this Government and the United States pharmaceutical industry to be able 
to purchase derivatives in Mexico in a competitive market. 

The Embassy has made clear to the Government of Mexico that the transfer 
of ownership of Syntex, S. A., in May 1956, from Mexican to United States 
ownership in no way alters the position of this Government. The Embassy has 
also made this position clear to the United States interests which purchased 
Syntex, S. A. In this connection the Embassy was informed by the Ministry of 
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Economy of Mexico that the controls of that Ministry would be lifted if the new 
owners would state that they favor full and free competition in the industry. 
The Embassy urged representatives of the new owners to take such a position 
forthrightly with the Mexican Government. Insofar as this Department is now 
informed, the new owners have not acted on this suggestion. 

According to information received on July 13, 1956, by the Department, the 
American Embassy in Mexico has been informed that all interested companies, 
including the American-owned firms, Schering Corp., Productos Dsteroides, 8. A., 
and Julian Laboratories, may now file applications for the necessary permits to 
acquire barbasco root with the Ministry of Agriculture. It is the Embassy’s un- 
derstanding that there will be no limitations on quantities or quotas, and that 
the only restriction will be one of normal conservation of root in order to avoid 
spoilation and waste. 

The Department of State is hopeful that this action will result in free compe- 
tion in this industry and is convinced that it will be extremely beneficial to 
industrial development and public health both in Mexico and the United States. 

Sincerely yours, 


Rosert C. Ht, Assistant Secretary. 


(The following letters were subsequently ordered printed in the 
Appendix by the chairman:) 


Aveust 3, 1956. 
Mr. Dwienut P. Joyce 
President, The Glidden Co. 
Cleveland, Ohio. 


Dear Mr. Joyce: During the hearings held by this subcommittee on July 5 
and 6, the letter agreement of December 2, 1953, between the Glidden Co., Chas. 
Pfizer & Co., Inc., and Syntex, S. A., was offered in the record. This agreement 
provides, among other things, for the disclosure by the Glidden Co. of its pro- 
cedure and know-how used in the conversion of 16-dehydropregnenolone acetate 
to substance §. 

I would appreciate your advising me whether or not any patent licenses were 
granted to the other parties pursuant to the provisions of this agreement 
appearing on page 3 and, if so, please supply for the use of the subcommittee a 
copy of any additional or supplemental patent or technical agreements between 
your company, Chas. Pfizer & Co., and Syntex, S. A. I would also appreciate 
being advised as to whether or not your company regards the letter agreement 
of December 2, 1953, as still being in effect. 

During the hearings Dr. Percy Julian, who had been subpenaed to appear, 
stated in response to questions from the chairman and myself that following 
the time he left the employment of your company, he requested a license under 
certain patents which had been developed in the Soya division but that your 
company had refused to grant him such a license. Should you care to do so, 
we would be pleased to recéive any comments which you might wish to submit 
regarding the reasons for the refusal. This suggestion is made as a means of 
giving your company an opportunity to submit any comments which you wish 
to make prior to the time the record of the hearings is printed. 

Very truly yours, 


Marcus A. HoLtitasauGH, Chief Counsel. 


THE GLIDDEN Co., 
Cleveland, Ohio, August 7, 1956. 
Mr. Marcus A. HOLLABAUGH, 
Chief Counsel, United States Senate Committee on the Judiciary, Subcom- 
mittee on Patents, Trademarks, and Copyrights, Senate Office Building, 
Washington, D.C. 


DEAR Mr. HOLLaABAUGH: Acknowledging your inquiry dated August 3, I will 
advise that the letter agreement of December 2, 1953, between the Glidden Co., 
Chas. Pfizer & Co., Inc., and Syntex, S. A., was completed and terminated accord- 
ing to its terms, and is no longer in effect except insofar as it comprises a grant 
of a nonexclusive license under the various patents involved. 

There are no additional or supplemental patent or technical agreements be- 
tween Glidden, Pfizer, and Syntex. 

Concerning the testimony of Dr. Julian, I have read the transcript and am of 
the impression that the statements with respect to the Glidden Co. are correct. 
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Concerning a license to the Julian Laboratories under certain patents which 
are owned by the Glidden Co., possibly in your discussions with Dr. Julian prior 
to the hearing, you may have received a copy of our letter to the Julian Labora- 
tories on this matter dated November 23, 1955. If not, I enclose a copy. We 
have no comments to make further, other than to say that we understand our 
productive facilities together with those of cur two licensees are more than 
adequate to take care of any demand that has thus far come to our knowledge 
for Reichstein’s substance S. 

It is the general policy of our company to make our patents available for 
license to others under conditions which are found to be of advantage to the 
licensor as well as the licensee. 

Yours very truly, 
DwiecuT P. Joyce, 
Chairman and President. 


THE GLIDDEN Co., 
Cleveland, Ohio, November 23, 1955. 
Dr. Percy L. JHLIAN, 
President, The Julian Laboratories, 
Franklin Park, Tit. 


Dear Percy: Further referring to your letter of November 7 which refers to 
two approaches of the matter of licensing under the various Glidden patents in 
the steroid field. 

The first relates to a license whereunder you would produce and sell sub- 
stance S, and the second relates to the possible mutual advantage of a license 
to the Julian Laboratories under these and other patents that would be directed 
toward the production and/or use of other things than substance § in the broad 
steroid field. You mean, I assume, that a fair royalty basis for such licenses 
could be developed. 

I believe the time is here when we can intelligently discuss the various aspects 
of this latter approach, and would therefore be glad to talk with you about this 
at any mutually convenient time. 

In respect to the former approach, we have given this considerable thought 
because of the angles involved, and it seems clear we are not yet in position to 
discuss a license, the utilization of which would result in the production and/or 
sale of substance S in the United States. We do not think that the probable 
royalties to be derived from such a license could offset the direct harm to the 
interest and profit to the Glidden Co. that should be expected to result. I must 
say, though, that since the picture is ever changing, this viewpoint could quickly 
become a thing of the past, depending on how the scene shifts, and over this we 
presently have no control. 

Whether or not we could ourselves supply you with 200 to 300 kilograms of 
substance S, you to supply the raw material, is a matter that would have to be 
worked out with our chemurgy division. 

I hope things continue to go well with you, and will be glad to have your 
suggestions as to a time for further discussion as per above. 

With good wishes, 

Very truly yours, 


: P. E. SPRAGUE. 


(The following letter was subsequently received and ordered printed 
in the appendix by the chairman.) 


THE JULIAN LABORATORIES, INC., 
Franklin Park, Iu., February 6, 1957. 
Mr. Marcus A. HOLLABAUGH, 

c/o Office of Senator Joseph C. O’Mahoney, 
Senate Office Building, Washington, D. C. 


Deak Mr. HotitaBavuGH: In response to Senator O’Mahoney’s request at the 
hearings last July for some details on the organization of Julian Laboratories, 
Inc., please be advised that the Julian Laboratories, Inc., is an Illinois corpora- 
tion. It is for the most part a Perey L. Julian family corporation, the stock 
being owned by Dr. Julian, his wife and some shares in trust for his children. 

The board of directors are: 

Dr. Percy L. Julian 
Dr. A. R. Johnson (Mrs. Percy L. Julian) 
Benjamin M. Becker (lawyer, Chicago, Ill.) 
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The officers are : 
President: Dr. Percy L. Julian 
Vice president: Dr. A. R. Johnson 
Secretary-treasurer: Benjamin M. Becker 
If there is any additional information that you desire, please let me know. 
Very truly yours, 
BENJAMIN M. BECKER, 
Secretary-Treasurer and General Counsel. 


(The following letter was subsequently received and ordered printed 
in the appendix by the chairman.) 


New York, N. Y., February 4, 1957. 
Re Hearings on Wonder Drugs 
Hon, JosepH C. O’MAHONEY, 
Senate Committee on Patents, Trademarks, and Copyrights, 
Senate Office Building, Washington, D. C. 
(Attention Mr. Marcus A. Hollabaugh. ) 


Dear SENATOR O’MAHONEY: In accordance with your request, I am writing 
you concerning root permits which have been granted by the Mexican Govern- 
ment to Productos Esteroides, S. A. (PESA), subsequent to the close of the 
hearings by your committee on July 6, 1956. 

On July 16, 1956, PESA received a permit for the collection of 600 tons of 
barbasco. On January 6, 1957, that permit was canceled and PESA received 
a new permit to collect 1,040 tons during 1957. At that time PESA had been 
able to collect about 500 tons under the July 16, 1956, permit. 

In conclusion, 1 would like to take this opportunity to express my apprecia- 
tion for the thoughtful, courteous and constructive way in which you conducted 
the hearings last summer. 

Sincerely yours, 


I. V. SoLrris. 


(The following letters were subsequently received and ordered 
printed in the appendix by the chairman.) 


ALLEN & Co., 
New York, N. Y., February 12, 1957. 
Senator JosepH C. O’MAHONEY, 
Chairman, Subcommittee on Patents, Trademarks, and Copyrights, Senate 
Office Building, Washington, D. C. 


My Dear SENATOR O’MAHONEY: I am the largest stockholder of Ogden Corp., 
which since May 2, 1956, has.controlled all of the capital stock of Syntex, S. A., 
and its related companies in Puerto Rico and the United States. I am not an 
officer or director of Ogden Corp., nor of Syntex, S. A., or its related companies. 

It has always been my policy to urge any company in which I have an interest 
to comply fully with both the letter and spirit of the antitrust laws of the United 
States. Accordingly, when Ogden acquired control of Syntex, 8S. A., I advised 
Ogden of my above-stated views. I understand that Ogden Corp., has adopted 
policies in accordance with my views in the manner set forth in the attached 
letter of M. L. Sindeband, executive vice president of Ogden Corp., which I have 
read. 

Sincerely yours, 


CHARLES ALLEN, Jr. 


OGDEN CorP., 
New York, N. Y., February 12, 1957. 
Hon. JosepH C, O’MAHONEY, 
Chairman, Subcommittee on Patents, Trademarks, and Copyrights, Senate 
Office Building, Washington, D. C. 

Dear SENATOR O’MAHONEY: Last July you conducted hearings relative to the 
activities of Syntex, S. A., occurring prior to May 1956, in blocking others from 
access to the barbasco root which is widely used in the manufacture of cortisone 
and many other hormones of great importance to the public health. Since 
Syntex and related companies in Puerto Rico and the United States are now 
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owned by the Ogden Corp. (having been purchased in May 1956), I have read 
the record of your subcommittee’s public hearings with considerable interest. 
While it is neither my purpose nor function to pass judgement upon the policies 
and acts of Syntex under its former ownership, I do wish to say that I am 
wholeheartedly in favor of your objective of assuring that there are no artificial 
restraints upon the production of health-giving drugs and I will make every 
effort to see to it that if there were any improper acts under the old management 
they will not be continued under the present management. 

More specifically, I assure you that the new management will observe the 
traditional American concept of free enterprise and competition embodied in the 
Sherman Act and other related antitrust statutes. 

The new management of Syntex, S. A., has heretofore advised the Ministry 
of Agriculture of Mexico that in connection with barbasco root Syntex seeks no 
favoritism toward itself nor any discrimination against any other company. 
This position was formally restated in a letter dated November 12, 1956, addressed 
to that ministry, a copy of which has been submitted to you. If this position is 
not clear, we shall be happy to request a responsible representative of Syntex 
again to state to the appropriate Ministries of the Mexican Government that 
new management has no objections to granting root permits to others as set forth 
in said letter. Further, we have instructed, Syntex to refrain from any action, 
or from supporting any program, designed to block others from access to supplies 
of barbasco root. 

New management also assures the committee that it is its policy to grant 
licenses under Syntex’s patents on a reasonable royalty basis to any company 
which requests them. For example, material recently submitted to your com- 
mittee showed that when a new competitor, General Mills, Inc., requested a 
license under certain of Syntex’s patents new management promptly offered to 
grant such licenses on a reasonable royalty basis. Thus, it can be seen that, 
far from blocking a major new American competitor, new management actively 
facilitated the establishment of said competitor in Mexico. 

Another example of new management’s patent policy occurred within the last 
few days when Productos Esteroids, S. A., sent word to Syntex concerning a sug- 
gestion that efforts be made to settle certain patent actions pending in Mexico. 
The representative of Syntex promptly advised the representative of Productos 
Esteroids, S. A., that Syntex was prepared to grant a license on a reasonable 
basis. 

I further assure you that the present management will give you and your 
subcommittee full cooperation in any matter in which the subcommittee may be 
interested and will promptly investigate any other complaints which are trans- 
mitted by your subcommittee to the Ogden Corp., and if such complaints are upon 
investigation found to be true, we will take appropriate steps promptly to rectify 
the situation. 

I respectfully request that this letter be included in the printed record of the 
hearings of your subcommittee. 

Very truly yours, 
M. L. SINDEBAND, 
Executive Vice President. 


(The following letter was received by the subcommittee on Febru- 


ary 7, 1957, and was ordered printed in the appendix by the chair- 
man :) 


LtRANSLATION 


SECRETARY OF AGRICULTURE AND LIVESTOCK, 
Mezico, D. F. 


There exists presently a considerable misunderstanding among certain Gov- 
ernment agencies of the United States and also among some elements of the North 
American press concerning the policy of Syntex, S. A., with respect to the col- 
lection of barbasco root. We are confident that you do not share in any such 
misunderstandings, however, we believe that a:formal restatement of our policy 
at this time may assist in clarifying the general situation. 

Syntex, S. A., believes that barbasco root.,is.an important forestal resource 
of the Republic of Mexico and that its exploitation. for pharmaceutical purposes 
offers great possibilities for industrialization in Mexico. The botanical and 
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technical studies which we have made by our laboratories during the past sev- 
eral years in our opinion demonstrate conclusively that proper measures of con- 
servation are necessary in order to prevent depletion of this national resource, 
to protect against spoiliation and waste, and to insure an orderly utilization of 
the available supplies so that material of good quality may continue to be avail- 
able in the years to come. 

The laws of the Republic at Mexico provide that the appropriate governmental 
agencies may institute programs to conserve natural resources. Syntex, 8. A., 
supports the institution of an appropriate program of regulation to conserve 
barbasco root; of course, the extent of the regulations and their application fall 
under the sole jurisdiction of the Mexican Government under applicable existing 
laws. 

Syntex, S. A., is in favor of regulations which will be fair to all companies 
which desire to utilize barbasco root. Syntex, S. A., seeks no favortism toward 
itself nor any discrimination against any other company. We understand that 
the Department of Agriculture has undertaken extensive studies to determine 
whether conservation of barbasco is necessary and, if so, to what extent and by 
what means such conservation should be achieved. 

We respectfully urge you to complete such study as speedily as possible in 
order that appropriate disposition of the matter may be made without undue 
delay. 

To assist you in achieving a speedy resolution of this matter, Syntex, S. A.., 
restates its spirit of cooperation, by making technical data in our possession 
available to you, by opening our plants and operating sites for your inspection, 
and by any other means which you might suggest. 

We respectfully request your permission to make copies of this letter avail- 
able to those in Mexico and the United States who have indicated an interest 
in this matter. 

Respectfully, ete. 
SYNTEX, S. A. 

Mexico City, November 12, 1956. 

(Translated by members of the Syntex staff.) 


x 











